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The  spinoff  that  acted  like  a  startup. 

Avaya,  a  global  leader  in  communication  software,  systems  and 
services,  spun  off  from  Lucent  with  a  legacy  IT  infrastructure  that, 
while  efficient,  wasn’t  nimble  enough  to  be  a  competitive  advantage. 
HP  partnered  with  Avaya  to  implement  IT  Service  Management  and 
HP  OpenView,  effectively  re-deploying  existing  technology  assets. 
Today,  IT  spending  is  down  30%.  Millions  have  been  saved  by  finding 
unused  capacity.  And  Avaya  answers  whenever  opportunity  calls. 
www.hp.com/adapt 


Solutions  for  the 


adaptive  enterprise. 
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“LET  ME  GUESS. 

JUST  ONE  MORE  THING 
BEFORE  I  GO?” 


IBM,  the  IBM  logo  and  the  On  Demand  logo  are  registered  trademarks  or  trademarks  of  International  Business  Machines  Corporation  in  the  United  States 
and/or  other  countries.  Other  company,  product  and  service  names  may  be  trademarks  or  service  marks  of  others.  ©2005  IBM  Corporation.  All  rights  reserved. 


ibm.com/ondemand 


We’ve  all  been  there.  Cramming  more  work  into  the  same  workweek. 

Taking  on  unfamiliar  tasks.  Trying  to  maneuver  through  complex 
systems.  Every  company  has  different  productivity  issues  and  one 
common  problem:  no  time  to  address  them.  How  do  you  become 

more  on  demand  in  this  scenario?  “  CLONING,  PERHAPS?” 

Or  the  easier,  IBM-inspired  option:  human  capital  management.  In 
plain  English,  that’s  how  you  can  get  more  done  with  the  same  people. 

It’s  about  your  culture:  creating  an  environment  where  employees 
stay  motivated  and  the  work  flows.  Are  you  tying  the  right  rewards  to 
the  right  tasks?  Are  the  right  assignments  going  to  the  right  people? 

And  it’s  about  new  ways  to  learn  and  collaborate.  Embedded  learning, 
for  instance,  helps  you  deliver  information  to  people  automatically  -  even 

when  they  don’t  know  they  need  ityet.  ^XHAT  SOUNDS  COOL.” 

Aligning  individual  talents  with  corporate  goals  is  rewarding  in 
every  sense.  People  do  what  they’re  best  at.  They  feel  appreciated. 

They  learn  new  skills,  benefiting  themselves  and  your  company. 

Bottom  line?  More  gets  done.  And  IBM  can  help  you  get  started. 

SO  YOU’RE  LIKE  AN  EXTRA  PAIR  OF  HANDS.” 

Actually,  we  have  over  3,000  learning  and  human  capital  specialists. 

People  who  are  experts  in  taking  a  holistic  view  of  productivity 
issues  and  zeroing  in  on  where  best  to  start.  Want  to  learn  more? 

Visit  ibm.com/ondemand/performance 
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It’s  already  here 


Captaris  is  Business  Information  Delivery 

A  Captaris  solution  is  probably  somewhere  in  your  organization. 
It’s  in  data,  systems  and  workflows,  already  doing  its  job, 
so  embedded  that  it’s  easy  to  overlook. 

It  helps  existing,  disparate  technologies  talk  to  each  other 
so  content  is  accessible  from  any  source,  in  any  format. 


It  automates  workflow  processes,  freeing  your  talent  to  focus 
on  truly  important  tasks.  It  delivers  information  to  any  channel 
so  it  can  be  used  anytime  to  add  the  ultimate  value  to 
your  organization. 

That's  Business  Information  Delivery.  That's  Captaris. 


Captaris  RightFax— Send,  receive  and  manage  enterprise  faxes  and 
e-documents. 

Captaris  Interchange-Generate  and  distribute  high-volume,  individualized 
documents  independent  of  source  data,  format  or  delivery  method. 

Captaris  Teamplate-Automate  business  processes  with  easy, 
flexible  and  integrated  workflow  solutions. 

Our  products  are  ready  to  be  deployed  individually  or  as  a  whole  to  extend  your 
IT  investments  and  help  you  become  a  more  innovative  and  agile  global  competitor. 
Uncover  more  about  Business  Information  Delivery  at  captaris.com/BID. 


Our  3,200  sales  agents  are 
independent,  but  that 
doesn’t  mean  they’re  on 
their  own.  With  Citrix, 
they  have  secure  access 
to  critical  applications  — 
from  anywhere.  Our 
access  strategy  will  also 
cut  our  IT  support  costs 
by  20%.” 

Charlton  Monsanto 
Senior  Vice  President  and  CIO 

Prudential  Fox  &  Roach  REALTORS 

INFRASTRUCTURE  FOR  THE  ON-DEMAND  ENTERPRISE 

Prudential  Fox  &  Roach  REALTORS,  one  of  the 
largest  full-service  realty  firms  in  the  U.S.,  needed  to 
keep  up  with  the  IT  needs  of  900  full-time  employees 
and  3,200  independent  sales  agents  in  70  different 
offices.  Support  technicians  were  constantly  on  the 
road  racing  to  fix  problems,  and  application  downtime 
was  slowing  down  agents  -  and  sales.  So  Prudential 
Fox  &  Roach  did  what  99%  of  the  Fortune  500  have 
already  done.  They  turned  to  Citrix’  and  developed 
an  access  strategy.  Now  they  can  deploy  and  manage 
applications  centrally  and  far  more  cost-effectively. 
Agents  get  secure,  easy,  and  instant  access  to  essential 
information  —  anywhere,  anytime,  from  any  device. 
It’s  called  the  on-demand  enterprise.  And  it’s  helping 
Prudential  Fox  &  Roach  —  and  over  120,000  other 
customers  —  save  money  and  reduce  IT  complexity. 
To  learn  what  Citrix  can  do  for  your  business,  call 
888-820-7918  or  visit  www.citrix.com. 


CITRIX 


©2005  Citrix  Systems,  Inc.  All  rights  reserved.  Citrix  is  a  registered  trademark 
of  Citrix  Systems.  Inc.  in  the  U.S.  and  other  countries.  All  other  trademarks 
and  registered  trademarks  are  the  property  of  their  respective  owners. 
Prudential  Fox  &  Roach  REALTORS  is  an  Independently  Owned  and 
Operated  Member  of  Prudential  Real  Estate  Affiliates  Inc. 
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SHOW  ME  THE  VALUE!  |  34 

Despite  stiff  challenges,  the  2005  CIO  Enterprise  Value  Award 
winners  are  all  role  models  for  extracting  critical  enterprise 
value  from  IT.  Introduction  by  Cheryl  Asselin 

THE  PRICE  IS  ALWAYS  RIGHT  |  40 

Marriott  applied  its  business  wisdom  to  building  an  IT 
system  that  has  successfully  tackled  its  greatest  challenge- 
maximizing  revenue. 

Feature  by  Stephanie  Overby 

UPGRADING  LIVES  |  50 

The  state  of  Pennsylvania  has  improved  the  lives  of  citizens 
with  disabilities,  installing  a  a  sophisticated  information 
system  that  tracks  clients  and  the  services  they  receive. 

Feature  by  Meridith  Levinson 

NICE  DOING  BUSINESS  WITH  YOU  |  62 

Enterprise  Value  Award  winners  ABF  Freight  System,  AT&T, 
ConocoPhillips  and  Foley  &  Lardner  have  found  ingenious 
ways  to  bring  customers  into  their  back-end  systems  and 


value  chains,  yielding  big  payoffs  in  efficiency 
and  external  customer  satisfaction. 

Feature  by  Alice  Dragoon 

REAL  BUSINESSMEN  PLAY  WITH  DOLLS  |  74 

Insurance  company  Zurich  North  America 
makes  good  money  in  a  tough  market  by  cater¬ 
ing  to  every  technological  need  of  the  independ¬ 
ent  agents  who  sell  the  company’s  policies.  And 
the  CEO’s  traveling  road  show— complete  with 
a  smiling,  green  doll— is  the  key  to  selling  the 
agents  on  Zurich.  Feature  by  Tracy  Mayor 

WINNERS  GUIDE  |  80 

A  complete  guide  to  all  2005  Enterprise 
Value  Award  honorees. 

I.T.  VALUE— AGAIN  |  14 

Why  we  still  need  the  CIO  Enterprise  Value 
Awards.  Column  by  Richard  Pastore 

more  » 

www.cio.com  |  FEBRUARY  15,  2005 
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Xerox  color  multi-function  systems  can  take 
set  them  off,  all  from  one  launching  pad. 


Xerox  color  is  a  blast.  And  Xerox  color  multi-function 
systems  are  here  to  bring  remarkable  power  to  everyone 
in  your  office.  By  putting  color  into  one  system  that 


prints,  copies,  scans,  faxes  and  e-mails,  you  get  color  that’s 
truly  productive.  And  by  also  providing  those  functions 
in  black  and  white,  you’ll  meet  all  your  document  needs 


xerox.com/color  1-800-ASK-XEROX  ext.  COLOR 


©  2005  XEROX  CORPORATION.  All  rights  reserved.  XEROX'*  and  Xerox  Color.  It  makes  business  sense  are  trademarks  of  XEROX  CORPORATION  in  the  United  States  and/or  other  countries. 


all  the  things  you  do  in  the  office  in  color  and 
Xerox  Color.  It  makes  business  sense. 


XEROX 


from  one  convenient  place.  Better  yet,  the  cost 
effectiveness  is  spectacular.  Xerox  color  expertise 
is  already  at  work  in  thousands  of  companies, 


helping  offices  everywhere  reach  new  levels 
of  productivity.  Put  it  to  work  in  your  office,  and 
see  how  easily  it  can  expand  your  horizons. 


Xerox  color  printers 
&  multi-function  systems 


Technology  Document  Management  Consulting  Services 
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Staff  Management 

READY,  AIM,  FIRE!  |  28 

Having  the  courage  to  fire  the  right  person  at  the  right  time  can  be 
the  most  cost-effective  way  to  improve  an  IT  implementation. 

Column  by  Michael  Schrage 

ON  THE  FIRING  LINE  |  cio.com 

See  what  bosses  and  their  staffs  say  about  Michael  Schrage’s  termi¬ 
nation  rumination  (and  voice  your  own  opinion  too)  by  accessing 
Schrage’s  column  online,  www.cio.com/printlinks 

Wireless 

NEW  WAY  OF  WIRELESS  |  87 

A  slew  of  high-speed  wireless  technologies  are  on  the  stove. 

But  some  are  half-baked.  And  others  could  burn  you. 

Feature  by  Galen  Gruman 
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Trendlines  I  21 

Legal  Affairs  !  The  $1  Billion  Judgment 
Against  Spam  ? 

t 

Internet  Use  j  2004:  The  Year  of  the  Blog 

Social  Responsibility  Let  There  Be  Cheap, 

Clean  Light 

Book  Review  i  It’s  Not  What  You  Say. ..It’s  What 
You  Do 

Automated  Garages  !  Valet  Parking  Is  So  Last  Year 

Language  Bite  Your  Tongue 

Washington  Watch  Cybersecurity  Boss  Could  Get 
More  Money,  Power 

Essential  Technology  |  87 

Mobile  Communications  New  Way  of  Wireless 
Under  Development  Time  at  Light  Speed 

Index  |  94 

Executive  Summary  |  96 

@lso  on  cio.com 

HOT  BLOGS 

»  Senior  Writer  Ben  Worthen  interprets  D.C. 
legislation  that  affects  you  in  Tech  Policy. 

»  Executive  Editor  Christopher  Koch  tackles  the 
thorny  business  of  IT  Strategy. 

»  CIO  News  Alerts  keep  you  updated  on  the  news 
that’s  most  important  to  you. 

Find  them  at  www.cio.com/blogs. 


Microsoft 


WEIGHING  THE  REAL  COSTS  OF 
LINUX  AND  WINDOWS?  WEIGH  THE 
INTELLECTUAL  PROPERTY  RISKS,  TOO. 


"To  date,  IBM,  HP,  Novell,  Red  Hat,  and  other  Linux  vendors  offer 
only  limited  indemnification  against  intellectual  property  legal 
claims  with  exceedingly  low  liability  caps — or  no  protection  against 
third-party  legal  claims  at  all — leaving  companies  with  the  risk  of 
high  cost  litigation." 

-Laura  DiDio 
Senior  Analyst,  The  Yankee  Group 


When  evaluating  Linux  and  Windows®,  the  Yankee  Group,  a  global  research 
and  consulting  firm,  recommends  that  you  assess  your  company's  exposure 
to  the  cost  of  intellectual  property  disputes.  That's  because  companies  can  be 
sued  for  using  software  that  infringes  intellectual  property  owned  by  third 
parties.  Microsoft  offers  a  strong  indemnity  that  helps  protect  users  of  its 
flagship  products  from  legal  costs  associated  with  intellectual  property 
disputes.  In  comparison,  leading  Linux  vendors  offer  limited  or  no  indemnity. 
For  details  about  Microsoft's  indemnity,  visit  microsoft.com/indemnification 


To  see  a  video  interview  with  Yankee  Group  Senior  Analyst  Laura  DiDio  and 
for  other  third-party  findings,  visit  microsoft.com/getthefacts 


Microsoft* 


Windows 
Server  System 


©  2004  Microsoft  Corporation.  All  rights  reserved.  Microsoft,  Windows,  the  Windows  logo,  and  Windows  Server  System  are  either  registered  trademarks  or  trademarks 
of  Microsoft  Corporation  in  the  United  States  and/or  other  countries.  The  names  of  actual  companies  and  products  mentioned  herein  may  be  trademarks  of  their  respective  owners. 
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BusinessObjects  XI  extreme  Insight  World  Tour  Amsterdam  •  Beijing  •  Birmingham  •  Brussels  •  Chicago  •  Dublin  •  Madrid  •  Melbourne 


Introducing  BusinessObjects  XI.  ■■ 
extreme  Insight.  Trusted  Platform. 


The  antidote  to  useless  information.  You  know  the  problem.  Inaccurate,  confusing,  out-of-date 
information  you  can't  find,  trust,  or  understand.  Get  to  know  the  solution.  BusinessObjects™  XI,  the 
breakthrough  business  intelligence  (BI)  suite  from  Business  Objects.  It  delivers  extreme  insight  throughout 
your  organization,  providing  everyone  easy  access  to  timely,  accurate  information.  It  integrates  everything 
you  need  to  better  track,  understand,  and  manage  your  business.  Reporting,  query  and  analysis, 
dashboards  and  scorecards,  even  Microsoft  Office  applications.  All  on  the  world's  most  trusted,  proven 
BI  platform.  BusinessObjects  XI.  See  the  extreme  difference  it  will  make. 

Business  Objects 

To  learn  more  about  BusinessObjects  XI,  or  to  register  for  our  eXtreme  Insight  World  Tour,  visit  ^  www.businessobjects.com 
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FROM  THE  EDITOR 
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IT  Value— 
Again 

Why  we  still  need  the  CIO 
Enterprise  Value  Awards 


Welcome  to  the  13th  annual  incarnation  of  CIO’s  Enterprise  Value  Awards. 
Yes,  for  13  years  we’ve  celebrated  value  from  IT.  And  that  bugs  me.  Not  because  I’m 
tired  of  the  award  (although  it  is  an  exhausting  endeavor  for  applicants,  screeners 
and  judges).  What  bothers  me  is  that  in  2005,  more  than  20  years  after  the  rise  of 
the  CIO  position,  we  still  have  to  write  about  IT  value  as  if  it  is  some  rare  and  fantas¬ 
tic  find  that  needs  to  be  studied  and  put  on  display  in  a  museum  for  people  to 
marvel  at. 

“Hey,  look  at  that  IT  value.  Isn’t  that  something?” 

“Sure  is.  You  don’t  see  that  every  day.  I  wonder  what  it’s  worth.” 

“I  remember  seeing  one  back  in  ’93.  Or  was  it  ’96?” 

Does  it  strike  anyone  else  as  odd  that— in  the  digital  age— we  are  still  com¬ 
pelled  to  showcase  how  IT  can  make  a  positive  difference  for  enterprises? 

That  we  can’t  take  for  granted  that 
IT  has  a  high-value  impact,  the  way 
we  intrinsically  know  that  strategic 
planning  is  good,  that  new  product 
innovation  keeps  companies  grow¬ 
ing,  that  smart  HR  practices  make  a 
happy  workforce?  Nobody  I  know 
gives  out  awards  celebrating  strate¬ 
gic  planning. 

The  reality,  though,  is  that  we’re  far  from  being  able  to  take  IT  value  for  granted. 
Confidence  in  IT  at  many  companies  has  actually  eroded  over  time,  and  it  seems 
we  need  these  CIO  Enterprise  Value  Awards  more  than  ever.  Readers  want  inspira¬ 
tional  examples  of  IT  paying  off  for  their  organizations.  They  need  explanations  of 
how  the  business  and  IT  people  worked  together  to  achieve  their  successes. 

So  we’ll  keep  doing  the  CIO  Enterprise  Value  Awards.  But  I  look  forward  to  the 
day  when  we  no  longer  have  to. 


We  still  have  to  write 
about  IT  value  as  if  it  is 
some  rare  and  fantastic 
find  to  study  and  put  on 
display  in  a  museum. 


Richard  Pastore,  Editor 

pastore@cio.com 


2004  GRAND  NEAL  WINNER 
For  the  second  year  in  a  row, 

CIO  magazine  has  won  the 
prestigious  Jesse  H.  Neal 
National  Business  Journalism 
Award  for  editorial  excellence. 
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VeriSign  Managed  Security  Services 

Where  visibility  and  intelligence  overpower  fear  and  doubt. 


VeriSign'  Managed  Security  Services  lets  you  take  a  proactive  stance  on  security.  How?  By  continually 
monitoring  and  correlating  data  across  firewall,  IPS,  IDS,  VPN,  and  endpoint  systems.  By  integrating  and 
leveraging  these  unique  insights  with  continuous  vulnerability  assessments  and  the  advanced  data  that 
comes  from  handling  billions  of  global  email,  DNS,  and  e-commerce  interactions  every  day.  And  by  processing 
over  250-million  daily  security  events  across  some  of  the  world's  most  sensitive  networks.  VeriSign  also 
offers  an  award-winning  team  of  hundreds  of  security  experts,  ready  to  monitor  and  protect  your  network 
24/7.  For  more  on  how  our  Managed  Security  Services  can  provide  you  with  a  comprehensive  view  of  your 
network's  health  and  security,  visit  www.verisign.com/dm/mss.  VeriSign.  Where  it  all  comes  together.™ 


;  2005  VeriSign,  Inc.  All  rights  reserved  VeriSign.  the  VeriSign  logo.  "Where  it  all  comes  together,"  and  other  trademarks,  service  marks,  and  designs  are  registered  or  unregistered  trademarks  of  VeriSign  and  its  subsidiaries 
in  the  United  States  and  in  foreign  countries. 


WebSphere 


Middleware  for  the  on  demand  world.  Learn  more  at  ibm.com/middleware/portals 


DEMAND  BUSINESS 


Middleware  is  Everywhere. 


Can  you  see  it? 


EzI3 


1.  Sales  associate  checks  online  inventory. 

2.  Manager  uploads  revenue  goals. 

3.  Supervisor  gets  employee  overtime  info. 

4.  Cashier  IMs  downtown  store  location. 

5.  Everyone  accessing  info  via  one  portal. 


MIDDLEWARE  IS  IBM  SOFTWARE.  WebSphere  Portal, 
part  of  the  IBM  Workplace  Family,  connects  partners, 
employees,  and  customers  worldwide.  It’s  how  to  access 
multiple  applications  on  one  screen  and  on  virtually  any 
kind  of  device.  An  end-to-end  solution  that  helps  improve 
productivity  and  reduce  costs  as  it  enables  on  demand 
business.  It’s  an  accessory  that  you  just  can’t  live  without. 
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It'll  take  the  demands  off  you. 


In  this  real-time  world,  instant  access  to  colleagues  around  the  globe  has  become  a  business  mandate.  Only  Polycom  can  bring 
people  together  via  any  combination  of  video,  voice,  data  and  Web  collaboration  -  on-demand.  Without  complex  IT  intervention 
or  advance  reservations.  A  single  dial-in  number  or  buddy  list  securely  connects  any  number  of  participants,  over  any  network, 
any  protocol,  any  speed  or  any  collaboration  device.  And,  you  can  do  it  all  with  confidence  since  Polycom  has  the  most  widely 
used  unified  solution  in  the  world.  It's  really  that  simple.  Isn't  it  time  you  demanded  on-demand  collaboration  from  Polycom? 

Get  a  free  copy  of  the  Unified  Collaborative  Communications  whitepaper  at  www.polycom.com/cio  or  call  1-877-POLYCOM. 
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Author  Nicholas  Carr  and  top  business  influencers  join  in  a  lively  discussion  about  his  controversial  book,  Does  IT  Matter? 
Check  out  our  Web  site  for  more  on  this  informative,  on-demand  Web  seminar. 
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VALUE  MANAGEMENT 


No  business  wants  to  believe  it’s  wasting  precious  IT  dollars.  So  if  executives  and  co-workers  grumble 
about  IT  service,  and  you’re  convinced  those  services  could  be  put  to  better  use,  let  SAS  help. 
With  SAS®  IT  Management  solutions,  you  can  measure,  manage,  understand  and  communicate  the 
quality  of  every  IT  service  more  accurately.  You’ll  know  precisely  how  your  business  is  using  IT 
resources.  Ensure  maximum  performance  and  response  times.  Predict  strategic  and  financial  trends. 
And  clearly  visualize  the  value  of  IT  from  business,  revenue  and  profit  perspectives.  Visit  our  Web 
site  to  learn  more  and  read  our  free  white  paper,  Align  IT  with  Business  and  Budget  Strategies. 
Or  call  us  toll  free  1  866  731  1364. 
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legal  affairs  In  December,  Judge 
Charles  Wolle  of  the  U.S.  District  Court  for 
the  Southern  District  of  Iowa  awarded 
Robert  Kramer  $1.08  billion  in  what  is 
believed  to  be  the  largest  spam  judgment 
ever.  Kramer,  owner  of  CIS  Internet  Services, 
an  ISP  based  in  Clinton,  Iowa,  accused 
several  companies  of  sending  millions  of 
pieces  of  spam  to  his  5,000  customers 
between  August  and  December  2003. 

Wolle,  using  an  Iowa  antispam  law  and 


a  U.S.  racketeering  law,  ordered  three  of  the 
companies  to  pay  out  some  serious  money. 
AMP  Dollar  Savings  of  Arizona  has  to  pony 
up  $720  million,  Cash  Link  Systems  of 
Florida  was  hit  with  a  $360  million  judg¬ 
ment,  and  TEI  Marketing  Group  of  Florida 
has  to  fork  over  $140,000.  Iowa  law  allows 
damages  of  $10  per  spam  message  sent, 
plus  punitive  damages. 

Kramer  doesn’t  expect  to  collect  the  entire 
judgment,  but  he  hopes  to  collect  at  least 


enough  to  cover  the  damages  caused  by  the 
spam,  according  to  his  lawyer,  Kelly  Wallace, 
of  Wellborn  &  Wallace  in  Atlanta.  While  a 
far  cry  from  $1  billion,  the  damages  caused 
by  lost  revenue  and  subscribers  are  signifi¬ 
cant;  according  to  Wallace  they  amount  to 
several  hundred  thousand  dollars. 

Despite  the  precedent-setting  amount 
of  the  judgment,  Laura  Atkins,  president  of 
the  antispam  group  SpamCon  Foundation, 

Continued  on  Page  22 


Pew  study  found. 

As  one  would  expect,  technol¬ 
ogy  to  read  blogs  is  also  beginning 
to  take  hold  as  blog  readership 
expands.  The  study  found  that 
5%  of  Internet  users  received 
their  news  from  Really  Simple 
Syndication  (RSS)  aggregators, 
or  XML  (Extensible  Markup 
Language)  readers  that  pull 
information  from  blogs  and  other 
webpages.  -Paul  Roberts 
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2004!  The  Year  of  the  Blog 


internet  use  Lastyear 
proved  big  for  blogs  and  bloggers, 
according  to  data  from  the  Pew 
Internet  &  American  Life  Project, 
a  nonprofit  organization  that 
produces  reports  about  the 
effects  of  the  Internet  on  society. 
Blog  readership  jumped  58% 
between  February  2004  and 
November  2004  and  comprised 
32  million  U.S.  citizens. 
More  than  8  million  u.s. 


citizens  had  created  a  Web- 
based  diary,  and  1  in  10,  or 

around  14  million  u.s. 

Internet  users,  had  contributed 
comments  to  a  blog. 

Pew  began  surveying  Internet 
users  about  blogs  in  the  spring 
of  2002  and  has  charted  a  steady 
growth  in  blog  readership  since 
2003.  Readership  increased 
from  11%  of  U.S.  Internet  users 
to  27%  in  November  2004. 


Most  of  the  blog  readers, 
57%  ,  were  male.  Nearly  half 
of  the  surveyed  blog  readers, 
48%  .were  under  30,  and  a 
whopping  82%  were  longtime 
Internet  users  or  had  more  than 
six  years’  experience  online. 

Internet  users  who  were  new  to 
the  medium,  those  who  used  the 
Internet  less  often,  or  users  with 
less  education  were  less  likely  to 
be  bloggers  or  blog  readers,  the 
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Bringing  light  to  people  off  the  grid  I  Dave  Irvine-Halliday  (right),  cofounder  of  the 
Light  Up  the  World  Foundation,  helps  assemble  LED-based  lighting  systems  in  Nepal. 


Let  There  Be  Cheap,  Clean  Light 


SOCIAL  RESPONSIBILITY  At  a 

time  when  the  latest  high-tech  gadgets 
quicklyfindtheirway  into  Hammacher 
Schlemmer  catalogs,  Dr.  Dave  Irvine- 
Halliday  is  trying  another  kind  of  entre¬ 
preneurship.  The  62-year-old  engineer¬ 
ing  professor  at  Canada’s  University  of 
Calgary  is  putting  his  expertise  with  light- 
emitting  diodes  (LEDs)  to  good  use— not 
to  create  glow-in-the-dark  golf  balls  but 
to  provide  clean,  cheap  light  to  the 
world's  poorest  people. 

It’s  an  endeavor  that  has  garnered 
the  scientist  and  the  Light  Up  the  World 
Foundation  ( www.lutw.org ),  an  organiza¬ 
tion  he  cofounded  with  Ken  Robertson, 
the  appreciation  of  villagers  from 
Afghanistan  to  Sri  Lanka. 

Irvine-Halliday  came  upon  his  idea  for 
using  LEDs  as  an  inexpensive  light  source 
by  happenstance.  In  the  mid  ’90s,  he  was 
studying  new,  white  light  LEDs  when  he 
realized  that  the  same  type  of  tiny,  solid- 
state  lamps  that  CIOs  see  winking  end¬ 
lessly  on  computers  had  become  bright 
enough  to  light  a  home.  Even  better,  the 
lamps  used  a  smidgen  of  electricity 
compared  to  other  light  sources,  and 
were  virtually  indestructible. 

An  experienced  globe-trotter,  Irvine- 
Halliday  turned  his  thoughts  toward  the 
astonishing  number  of  people  who  live 
off  the  grid.  “Two  billion  people,  about 


one-third  of  humanity,  don’t  have  access 
to  electricity  and  electric  lights,”  he  says. 

These  people  typically  rely  on  kerosene, 
an  expensive,  explosive  and  unhealthy 
energy  source.  To  deliver  a  safer,  economic 
alternative,  Irvine-Halliday  and  his  gradu- 
ate  students  developed  several  rugged 
lighting  systems.  The  current  model  wires 
two  or  three  LED  lamps  to  a  lead-acid 
battery  and  solar  panel  recharger.  The 
setup,  called  the  Luxeon  Lighting  System, 
powers  lights  up  to  nine  hours  a  day  for 
about  five  years  and  frees  people  from 
kerosene’s  ill  vapors  and  feeble  glow. 
Irvine-Halliday  estimates  that  his  LED 
lights  potentially  can  save  1  ton  of  carbon 
dioxide  per  household  every  nine  years. 

Nearly  4,000  homes  around  the  world 
have  benefited  from  the  foundation’s  efforts. 
As  an  academic  who  has  seen  firsthand 
how  technology  can  improve  the  lives  of 
the  impoverished,  Irvine-Halliday  urges 
companies  to  rethinktheir  charitable 
efforts.  When  it  comes  to  high-tech,  he 
says,  IT  departments  often  donate  used 
computers  “just  to  get  some  brownie 
points  from  the  local  community.”  But 
increasing  the  access  to  technology  of  the 
less  privileged  among  us  may  fail  in  the 
long  run  if  other  needs  are  ignored,  such 
as  network  access,  maintenance,  software 
and,  naturally,  the  burden  of  an  increased 
energy  bill.  -Michael  Jackman 
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questions  if  the  award  will  actually  serve 
as  a  deterrent  to  many  spammers. 

While  the  judgment  is  the  largest 
against  a  spammer  that  Atkins  can 
recall— and  it  may  cause  some  small-time 
spammers  to  think  twice— Atkins  says  it 
will  not  affect  large-scale  spammers  who 
can  “file  for  bankruptcy,  reincorporate 
under  a  new  name  and  move  on.”  (After 
the  judgment,  all  three  defendants  could 
no  longer  be  reached  via  phone.)  Indeed, 
two  of  the  spammers  in  the  case  are  based 
in  Florida,  and  that’s  not  a  coincidence. 
Many  spammers  call  the  Sunshine  State 
home,  says  Atkins,  because  Florida  law 
allows  companies  filing  for  bankruptcy  to 
keep  significant  assets.  Spam  prosecu¬ 
tions  resulting  in  jail  time,  such  as  a  Vir¬ 
ginia  case  in  November  that  included  a 
sentence  of  nine  years  for  the  first-ever 
felony  spam  conviction,  would  be  more 
effective  in  discouraging  spammers, 
Atkins  believes.  “Spammers  can  avoid 
the  judgment,  but  jail  is  different,”  she 
says.  But  John  Levine,  a  board  member 
of  the  Coalition  Against  Unsolicited 
Commercial  E-mail,  thinks  the  judgment 
can  help  educate  spammers  and  judges 
about  spam  law.  “This  should  help  get  the 
message  across  that  spamming  is  illegal, 
that  you  can  actually  get  in  trouble...if 
you  do  it,”  Levine  says. 

Even  if  Kramer  doesn’t  collect  a  cent 
the  court  has  awarded  him,  Levine  still 
sees  value  in  the  case  simply  because  it 
represents  an  opportunity  to  show  judges 
the  damage  spam  can  wreak. 

Yet  Levine  would  like  to  see  the  defen¬ 
dants  pay  a  price  for  their  spam.  The 
lawsuit  may  also  allow  Kramer’s  com¬ 
pany  to  seize  the  computers  owned  by 
the  spammers,  potentially  hindering 
their  abilities  to  quickly  launch  new 
spamming  businesses,  Levine  says. 

-Grant  Gross 
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When  business  losses  aremeasured  in 
seconds ,  preemption  beats  “ reaction ”  every  time . 

The  only  effective  security  is  preemption.  This  preemptive  power  is  only  available  with  the  Proventia™  Enterprise  Security  Platform  from  Internet  Security  Systems.  When 
security  flaws  are  discovered,  Internet  Security  Systems’  world-renowned  research  team  updates  Proventia  to  immediately  shield  you  before  attacks  are  released. 
Proventia  keeps  you  off  the  path  to  disaster  by  preemptively  securing  your  entire  IT  infrastructure  with  a  unified  family  of  intrusion  prevention  and  vulnerability 
management  products.  In  fact,  when  we  manage  Proventia  for  you,  well  even  guarantee  protection.  Need  proof?  Get  your  free  whitepaper,  Preemptive  Protection: 
Setting  a  New  Standard  in  Security,  at  www.iss.net/proof/CIO  or  call  800-776-2362. 

©InternetI  Security  |  Systems® 

Ahead  of  the  threat. 
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Currency  Doubleday,  2005,  $24.95 


l‘s\ot 


"  hat  \ 


What  You 


ACTIONS  SPEAK  LOUDEST 


Do 


S'--?  J? 

-  JP 


Uure'*«»aucT01< 


( 


book  review  Laurence 
Haughton’s  latest  book  likely 
will  not  appear  on  business  best¬ 
seller  lists  month  after  month  (as 
Execution  did).  And  it’s  not  based 
on  a  multiyear,  multi-industry, 
multifaceted  survey  (as  What 
Really  Works  is).  (For  the  details, 
see  “Extra  Credit.”) 

Those  caveats  aside,  readers 
of  It’s  Not  What  Tou  Say  will  find 
a  book  filled  with  interesting 
arguments  that  stands  up  well 


to  both  Execution  and  What 
Really  Works,  the  heavy  hitters 
on  the  subject  of  management 
follow-through.  In  his  latest 
effort,  Haughton,  a  management 
consultant,  makes  examples 
of  a  group  of  companies  he  says 
have  discovered  the  four-part 
code  for  follow-through:  Set  a 
clear  direction;  match  the  right 
people  to  every  goal;  overcome 
corporate  inertia;  and  maintain 
momentum. 


Particularly  refreshing  are 
Haughton’s  keen  and  sometimes 
op-ed  observations.  For  exam¬ 
ple,  setting  clear  expectations 
for  people  is  more  than  a  good 
idea,  he  says,  it’s  the  fundamen¬ 
tal  reason  that  managers  exist. 
Other  helpful  advice  for  man¬ 
agers:  Hire  for  attitude  over 
experience;  outmaneuver 
resisters  and  naysayers— 
including  the  naysayer  in  you; 
and  cultivate  individual  initia¬ 


tive  in  project  teams  as  a  critical 
safety  valve  in  the  event  things 
begin  to  go  wrong. 

Haughton  delves  deep  into 
topics  and  subtopics,  so  despite 
the  generally  obvious  structure 
of  the  book,  readers  may  occa¬ 
sionally  find  themselves  having 
to  reorient  by  checking  the  table 
of  contents.  But  take  a  chance: 
The  title  may  be  playful,  but  the 
message  is  dead  serious. 

-Carol  Zarrow 


EXTRAcredit: 

Two  notable  books  about 
executive  follow-through 


1  Execution:  The  Discipline 
9  of  Getting  Things  Done 

£  By  Larry  Bossidy  and  Ram  Charan 
Crown  Publishing  Group,  2002 


What  Really  Works 

By  William  Joyce,  Nitin  Nohria 
and  Bruce  Roberson 
HarperCollins  Publishers,  2003 
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Valet  Parking  Is  So  Last  Year 


automated  garages  Thecitythat 
gave  us  the  nation’s  first  organized  baseball 
game,  first  brewery  and  the  Oreo  cookie  also 
boasts  the  nation’s  first  automated  parking 
garage.  Hoboken,  N.J.,  is  a  l-square-mile  city 
tightly  packed  with  row  houses.  It’s  home  to 
more  than  40,000  residents,  and  parking  is 
one  of  the  city’s  major  challenges. 

To  alleviate  the  problem,  the  Hoboken 
Parking  Authority  and  a  contractor  named 
Robotic  Parking  created  the  Hoboken  Garden 
Street  Garage  Automated  Parking  System. 
The  garage,  which  opened  in  October  2002, 
is  the  first  of  its  kind  in  the  United  States.  The 
structure  sits  atop  a  100-square-foot  lot  and 
stands  56  feet  high.  According  to  the  National 
Parking  Association,  a  surface  lot  of  that  size 
could  accommodate  25  to  30  automobiles.  A 
conventional,  four-story  garage  can  hold 
anywhere  from  80  to  100  vehicles.  The 
Robotic  Parking  system  holds  312. 

The  parking  process  begins  when  a  vehicle 


approaches  the  facility.  A  sensor  inside  the 
garage  is  activated  by  an  Automated  Vehicle 
Identification  card,  similarto  an  E-ZPass  or 
Fast  Lane  tag,  and  a  green  light  flashes  above 
an  open  bay.  The  bay  door  opens,  signaling 
the  driverto  enter,  and  once  inside,  to  follow 
simple  positioning  instructions  on  a  marquee 
in  the  bay.  Once  the  car  is  properly  positioned, 
the  drivertakes  the  keys,  slides  an  ID  card  to 
signal  departure  (which  then  prompts  a 
number  and  bay  assignment)  and  leaves. 

From  there,  the  driver  goes  off,  and  the 
car.. .well,  the  car  goes  up.  When  the  vehicle 
first  pulls  into  the  garage,  it’s  positioned  on  a 
steel  pallet.  Once  the  driver  leaves,  a  com¬ 
puter-operated  carrier  retracts  the  pallet 
inward  and  turns  it  180  degrees  so  the  car  is 
facing  outward  when  the  driver  returns  to 
retrieve  it.  An  elevator  then  lifts  the  pallet  to 
an  upper  level  where  it’s  shifted  onto  another 
carrier  and  moved  laterally  to  an  open  bay. 
When  the  driver  returns  and  slides  the  card 


Forget  parallel  parking  I  At  the 
Hoboken  Garden  Street  Garage, 

automated  carriers  store  and  retrieve  cars  in 
double  bays  on  both  sides  of  the  center  row. 

again,  the  process  is  reversed,  and  the  car  is 
delivered  within  minutes. 

Darius  Sollohub,  a  New  Jersey  Institute  of 
Technology  assistant  professor  who  studies 
parking  and  urban  land  use,  says  automated 
garages  are  particularly  useful  in  dense  city 
areas.  “The  greatest  advantage  of  these  garages 
is  the  space  saving,”  he  says,  “and  the  Garden 
Street  Garage  is  a  perfect  example."  -Al  Sacco 
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©2005  Resources  Global  Professionals 


Two-thirds  of  the  Fortune  100®  Companies  have  relied  on  Resources  Global  Professionals 
to  help  them  achieve  success  with  their  projects.  Shouldn’t  your  company  be  next? 


800.900.1131  RESOURCESGLOBAL.COM 


RESOURCES 


ANTICIPATE  SUCCESS: 


FINANCE  &  ACCOUNTING  HUMAN  RESOURCES 


INFORMATION  MANAGEMENT 
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BITE  YOUR  TONGUE 

Themostannoyingworkplacecliches 

language  A  new,  value-added  survey  conducted  by 
temporary  staffing  company  Accountemps  now  gives 
heightened  visibility  to  the  most  annoying  phrases  and 
buzzwords  peppering  mind-share  sessions  throughout 
corporate  America.  According  to  the  150  senior  executives 
polled,  thinking  outside  the  box  is  not  something  their  peers 
do  well,  especially  when  it  comes  to  using  the  English 
language.  Apparently,  the  ability  to  speak  in  anything  but 
cliches  is  not  a  core  competency  of  even  Generation  X 
workers.  In  an  effort  to  adopt  a  win-win  approach  to  work, 

managers  and  their  direct 
reports  alike  end  up 
communicating  in  what  all 
but  consultants  and  HR 
people  would  consider 
absolute  gibberish.  Cliche- 
usage  is  even  rampant 
among  those  customer¬ 
centric  employees  who, 
one  would  think,  would 
want  a  paradigm  that 
would  get  them  on  the 
same  page  with  normal 
humans,  or  at  least  achieve 
some  sort  of  communica¬ 
tive  synergy.  Yet,  at  the  end 
of  the  day,  it  turns  out  that 
they  value  alignment  with 
bad  language  even  more. 

As  for  how  to  implement 
a  solution  to  our  language- 
based  woes,  or  even  an 
incremental  improvement, 
Accountemps  Chairman 
Max  Messmer  says  business- 
people  should  attempt  to 
deploy  a  reality-based 


wash 


As  identified  by  the  Accountemps 
survey  of  150  senior  executives 

J  AT  THE  END  OF  THE  DAY 

)  SOLUTION 

j  THINKING  OUTSIDE 
THE  BOX 


O 

o 

o 

o 

o 


SYNERGY 
PARADIGM 
METRICS 
TAKE  IT  OFFLINE 
REDEPLOYED  PEOPLE 
Q  CORE  COMPETENCY 
0  WIN-WIN 
Q  VALUE-ADDED 
0  GET  ON  THE  SAME  PAGE 
0  CUSTOMER-CENTRIC 
0  GENERATION  X 
0  ALIGNMENT 


vocabulary  with  a  heavy 
emphasis  on  specific  details.  While  there  are  few  metrics 
available  that  shed  light  on  the  ROI  of  descriptive  verbiage, 
the  well-chosen  word— even  when  taken  offline— goes  far  on 
the  runway  in  terms  of  accountability  management. 

And  as  Messmer  points  out,  people  who  use  buzzwords  to 
clarify  usually  end  up  confusing  everyone.  -Megan  Santosus 


watch 
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Cybersecurity  Boss  Could 
Get  More  Money,  Power 


Lawmakers,  industry 
renew  call  for  more  power¬ 
ful  IT  security  official 

PROPONENTS  OF  STRONGER 

cybersecurity  will  push  this  year 
for  Congress  to  give  more  power 
to  the  cybersecurity  chief  at  the 
Department  of  Homeland  Secu¬ 
rity  by  giving  the  position  the 
rank  of  assistant  secretary  and 
assigning  the  office  a  line  item  in 
the  federal  budget.  In  January, 
Rep.  William  (Mac)  Thornberry 
(R-Texas),  chairman  of  the  House 
Subcommittee  on  Cybersecurity, 
Science  and  Research  &  Develop¬ 
ment,  introduced  legislation  that 
would  create  the  new  position. 

An  assistant  secretary  with  a 
budget  would  command  more 
attention  from  the  politicians  and 
civil  servants  he  needs  to  work 
with,  boosting  the  prominence  of 
the  government’s  cybersecurity 
efforts.  A  stronger  government 
focus  on  cybersecurity  could 
help  CIOs,  who  would  be  able  to 
rely  more  on  the  feds  for  advice 
about  how  to  respond  to  threats 
and  incidents. 

Although  there  is  bipartisan 
support  in  Congress  to  create  the 
new  position,  it  won’t  happen 
without  a  fight.  A  provision  that 
would  have  established  the  assis¬ 
tant  secretary  position  was  cut 
from  the  intelligence  reform  bill 
that  President  Bush  signed  in 
December  after  Robert  Liscouski, 
the  former  DHS  assistant  secre¬ 
tary  for  infrastructure  protec¬ 
tion,  intervened  (Liscouski  left 
DHS  in  January  to  become  CEO 
of  a  startup).  DHS’s  national 


Rep.  William  (Mac) 
Thornberry  (R-Texas) 


cybersecurity  division  is  cur¬ 
rently  part  of  the  infrastructure 
protection  portfolio.  Karen 
Evans,  the  Office  of  Management 
and  Budget  administrator  for 
e-government  and  IT,  has  said 
the  new  position  isn’t  necessary. 

Administration  critics,  includ¬ 
ing  the  three  people  who  held 
the  top  cybersecurity  position 
in  the  first  Bush  term,  contend 
that  the  White  House  isn’t  pay¬ 
ing  enough  attention  to  the  issue. 

But  it  looks  like  time  is  on  the 
side  of  cybersecurity  advocates. 
In  addition  to  Thornberry,  Sens. 
Charles  Schumer  (D-N.Y.)  and 
Robert  Bennett  (R-Utah)— who 
are  influential  among  their  col¬ 
leagues  on  the  issue— have  come 
out  in  favor  of  the  assistant  sec¬ 
retary  proposal.  Says  Paul  Kurtz, 
a  former  Bush  adviser  who  now 
heads  the  Cyber  Security  Indus¬ 
try  Alliance,  “Last  year’s  defeat 
was  just  a  temporary  setback.” 

-Ben  Worthen 


Get  More  Washington  News 


Read  Senior  Writer  Ben  Worthen’s 

TECH  POLICY  BLOG  for  the  latest 
at  www.cio.com/blogs 
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TRENDLINES 


Even  if  everyone  knew  about  the  problem,  would  anyone  know  the  solution? 


As  every  aspect  of  business  migrates  to  the  Web, 
sensitive  information  once  sheltered  is  now 
exposed.  Because  browser-based  applications  pass 
through  the  entire  security  perimeter. 

If  that  doesn't  wrinkle  your  brow,  in  a  recent 
study  70  percent  of  companies  reported  security 
intrusions,  with  an  average  of  136  annually. 

The  only  real  answer  is  a  solution  that  knows 
exactly  what  your  application's  traffic  should  look 
like,  and  blocks  everything  else.  A  comprehensive 


solution  that  gives  you  complete  control  over  who 
gets  access  from  where  and  when,  that  can  actually 
identify  and  filter  application-level  cyber  attacks. 

It's  application  traffic  management  taken  to  the 
next  level.  Something  that  could  only  have  come  from 
a  deep  understanding  of  both  the  network  and  the 
application.  Which  is  why  only  F5  can  offer  it.  For 
details  on  this  revolutionary  architecture,  including 
our  Traff icShield™  Application  Firewall  and  FirePass® 
SSL  VPN,  visit  www.f5.com/ciodoc  or  call  866-543-9369. 


Michael  Schrage  IT'S  ALL  ABOUT  THE  EXECUTION 


Ready,  Aim,  Fire! 

Having  the  courage  to  fire  the  right  person  at  the  right  time  can  be  the 
most  cost-effective  way  to  improve  an  IT  implementation 


Whether  in  America,  Europe  or  Asia,  I’m  con¬ 
stantly  approached  by  IT  managers  and  exec¬ 
utives  seeking  free  advice  about  a  common 
problem.  The  query  goes  something  like  this: 
“Michael,  we  really  need  to  improve  the  quality  and  credibility 
of  our  IT  implementations.  Unfortunately,  we  have  neither  the 
money  nor  the  resources  to  make  the  kind  of  investment  we 
think  is  necessary.  So,  with  that  in  mind,  could  you  please  sug¬ 
gest  the  least  expensive  way  for  us  to  give  our  implementations 
a  boost?” 

In  fact,  I’ve  given  this  question  a  lot  of  thought.  I’ve  found  an 
answer  that  I  know  works.  The  most  cost-effective  way  to  dra¬ 
matically  improve  your  IT  organization’s  implementation  of  a 
new  system,  app  or  upgrade  is  to  make  sure  you  fire  the  right 
person.  Nothing  boosts  morale  or  heightens  concentration  quite 
like  the  public  firing  of  an  individual  who  everyone  knows  is  a 
persistent  obstacle  to  discipline,  collaboration,  quality  and  ethics 
during  an  implementation.  That  these  individuals  have  been 
able  to  flourish  in  your  organization  is  a  reproof  to  all  your  pos¬ 
turing  about  IT  excellence  and  professionalism. 

Want  to  boost  your  reputation  as  IT  manager  or  leader? 
Want  to  send  an  unambiguous  signal  throughout  your  organ¬ 
ization  about  what  values  you  really  stand  for?  Want  to  achieve 
that  without  launching  bold  and  expensive  IT  productivity  ini¬ 
tiatives?  Then  have  the  integrity  to  fire  the  right  person  and 
explain— coolly,  clearly  and  crisply— why  you  did  it. 

This  advice  is  neither  heartless  nor  cruel.  It  represents  the 
soul  of  respectful  pragmatism.  Whenever  I  offer  this  advice. 
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ILLUSTRATION  BY  BRIAN  STAUFFER 


Managing  some  of  the  parts  or 
the  sum  of  the  parts? 


Maximize  IT  value  with  integrated  IT  management  and  governance 

IT  is  a  complex  business  within  a  business:  a  set  of  interdependent,  business-critical  functions  that 
your  organization  relies  on  to  succeed.  Effective  governance  requires  seamless  control  and  a  clear 
understanding  of  how  these  parts  work  together.  Compuware  IT  Governance  by  Changepoint  gives 
you  the  power  to  manage  IT  as  an  integrated  whole  and  maximize  the  value  of  every  project,  application 
and  infrastructure  investment. 


Awarded  “Best  Solution”  by  attendees  at  the 

Gartner  Project  and  Portfolio  Management  2004  Conference 


Visit  our  Governance  Resource  Center  at 
www.compuware.com/governlT 
for  expert  views  on  IT  Governance 


MB 
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Michael  Schrage 


IT'S  ALL  ABOUT  THE  EXECUTION 


I  know  within  milliseconds  whether  the  IT  executive  seeking 
my  counsel  is  genuinely  serious  or  a  gutless  poseur.  Actions 
always  speak  louder  than  words.  Always. 

Virtually  every  executive  I’ve  given  this  advice  to  immedi¬ 
ately  knows  exactly  what  I  mean  and  exactly  who  in  their 
organization  I’m  talking  about.  What’s  fascinating— albeit 
pathetic— is  the  array  of  excuses  they  use  to  justify  their  non¬ 
decision:  “We’ll  be  sued;  she’s  our  best  coder;  he  knows  our 
legacy  system  better  than  anyone;  my  boss  likes  her;  the  client 
likes  him;  he  would  be  too  difficult  to  replace.”  And  so  on. 

Please!  There’s  always  a  “good”  reason  to  keep  them  on.  The 
problem,  of  course,  is  that  the  good  reason  never  quite  out¬ 
weighs  the  ongoing  damage  these  individuals  inflict.  I  per¬ 
sonally  think  that  one  of  the  worst  organizational  aspects  of  the 
wholesale  layoffs  during  the  post-bubble  era  was  that  it  under¬ 
mined  the  critical  managerial  importance  of  the  strategic  firing. 
The  excellent  were  indiscriminately  terminated  along  with  the 
incompetent.  That  was— and  is— a  tragedy. 

Which  is  all  the  more  reason  why,  now  more  than  ever,  IT 
organizations  can’t  afford  to  fire  the  wrong  people.  I’m  not  talk¬ 
ing  about  doing  the  Jack  Welch/GE  shtick,  “culling  the  bottom 
10  percent  of  your  workforce”  every  year.  I’m  talking  about  the 
courage  to  act  upon  the  reality  that  employers  know  which 
coworker  consistently  undermines  their  ability  to  hit  imple¬ 
mentation  deadlines  on  time,  on  budget  and  on  spec.  These  peo¬ 
ple  aren’t  fools.  They  look  to  their  leaders  to  lighten  unnecessary 
and  destructive  burdens.  They  need  your  help.  You  need  to 
neutralize  or  remove  their  internal  obstacles  to  success. 

No  Prima  Donnas  Needed 

For  example,  one  IT  shop  had  a  fellow  who  was,  by  10  times,  the 
best  programmer/developer  in  the  group.  Unfortunately,  the 
guy  was  a  total  jerk.  He  helped  no  one,  criticized  and  insulted 
everyone,  and  behaved  as  if  the  organization  couldn’t  afford  to 
lose  him.  He  was,  by  far,  its  best-paid  IT  person.  His  designs 
and  code  were  uniformly  excellent  and  unusually  well-docu¬ 
mented.  The  cherry  on  top  was  that  the  CFO  publicly  described 
him  as  the  company’s  most  productive  employee. 

He  was  fired.  How  and  why?  Knowing  how  “valuable”  he 
was,  the  gentleman  procured  a  job  offer  from  a  competitor  and 
used  it  in  an  effort  to  jack  up  his  already  considerable  compen¬ 
sation  package.  Management  caved. 

Then,  the  CFO  (I’m  reliably  told)  had  an  epiphany.  The  busi¬ 
ness  was  growing  too  dependent  on  the  man’s  undeniable  skills. 
The  group’s  morale  was  miserable;  everyone  else’s  productivity 
was  flat;  and  the  internal  clients  were  exhausted  by  a  prima 
donna  who  always  delivered  the  goods  but  did  so  in  the  most 
condescending,  “geez  you’re  a  moron”  manner. 


If  you  want  to  send  a  signal 
about  what  values  you  stand 
f or,  then  fire  the  right  person 
and  explain  why  you  did  it. 

Yes,  he  was  offered  counseling.  He  rejected  it.  He  left  in  a  huff 
of  severance.  And  for  a  while,  the  team’s  productivity  suffered. 
They  simply  couldn’t  do  as  much  without  him.  But  morale  sky¬ 
rocketed.  Everyone  else’s  productivity  improved.  Problems  are 
solved  with  less  rancor.  Reliability  without  volatility  has  become 
the  new  norm.  The  CIO  and  CFO  no  longer  fear  blackmail. 

Closer  to  home,  I  was  consulting  to  a  Fortune  500  IT  shop 
on  improving  collaboration  between  the  technologists  and  the 
business  units.  The  culture  was  very  polite  and  noncon- 
frontational.  Too  polite.  It  frequently  took  weeks  to  get  to  the 
guts  of  a  process  design  conflict.  My  professional  opinion  was 
that  these  delays  were  unhealthy  and  unproductive. 

My  client  disagreed.  He  brought  me  into  his  office,  closed  the 
door  and— very  politely  and  nonconfrontationally— informed 
me  that  the  company  took  great  pride  in  its  “consensus  cul¬ 
ture.”  My  persistent  pushing,  prodding  and  poking  of  the 
process  managers  was  unacceptable  behavior.  While  my 
insights  and  contributions  were  invaluable,  he  didn’t  want  me 
dealing  with  his  people  anymore.  Yes,  I  was  fired. 

Was  this  the  right  decision?  Would  I  have  preferred  a  chance 
to  moderate  my  impatience?  Perhaps.  In  the  final  analysis,  one 
serves  at  the  pleasure  of  the  client.  What’s  more;  My  removal  sent 
a  clear  signal  to  the  organization  about  what  was— and  what 
wasn’t— acceptable  behavior  in  promoting  interdepartmental 
collaboration.  Canning  a  consultant  is  surely  less  traumatic  than 
sacking  an  employee.  Which  is  precisely  the  reason  why  sacking 
the  right  employee  has  so  much  potential  as  a  high-impact  man¬ 
agerial  tool.  Yes,  I  know  that  personnel  departments  get  nervous 
about  canning  the  incompetent.  Yes,  firing  people  with  families 
can  be  harsh.  Yes,  individuals  should  be  given  a  fair  shot  at  pro¬ 
fessional  rehabilitation. 

But  when  a  CIO  or  a  mission-critical  IT  manager  is  looking 
for  an  unambiguous  way  to  let  the  troops  know  that  she  sup¬ 
ports  them— really,  sincerely— pulling  the  trigger  is  the  most 
ruthlessly  cost-effective  way  to  do  so.  If  you  don’t  have  the 
courage  to  get  rid  of  those  who  undermine  productivity  and 
performance,  then  it’s  painfully  clear  who 
really  deserves  to  be  fired.  HH 


Michael  Schrage  is  codirector  of  the  MIT  Media 
Lab’s  eMarkets  Initiative.  He  can  be  reached  at 
schrage@media.mit.edu. 
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Today,  your  life  is  still  about  solving  puzzles  ... 


2005  EVENTS 

EAST  COAST 

April  17-20,  New  Orleans,  LA 

WEST  COAST 

September  18-21,  Salt  Lake  City,  UT 

UK  &  IRELAND 

June  7-9,  Dublin,  Ireland 


Of  course,  there  are  a  few  big  differences.  The  challenges 
you  face  as  a  CIO  are  just  a  bit  more  complex.  And  every 
decision  you  make  has  to  be  right  -  the  first  time. 

Gain  the  strategic  advice  and  visionary  knowledge  you  need  to  make  confident,  informed 
decisions  at  Gartner  Midsize  Enterprise  Summit: 

•  Insight  from  leading  Gartner  analysts 

•  The  latest  in  trend  analysis  and  research 

•  Peer  networking 

•  Previews  and  case  studies  of  the  latest  technologies 

•  Actionable  advice  from  thought  leaders 

Don't  miss  this  industry-leading  event  produced  by  Gartner,  the  undisputed  world  leader  in 
technology  research  and  opinion  for  business  success.  Get  the  Answers.  Master  the  Puzzles. 

IT  EXECUTIVES 

To  qualify  as  a  hosted  guest,  complete  the  online  application  at  www.midsizeenterprise.com/cio. 

IT  VENDORS 

For  opportunities  to  present  your  solutions  to  this  executive  audience,  call  877-619-7956,  x493. 

Gartner  iT^VlidsizeEnterpriseSummit" 

enabling  strategic  IT  decision-making 


www.midsizeenterprise.com/cio 


IBM  recommends  Microsoft®  Windows®  XP  Professional 


IBM  ThinkPad  R  Series 
(model  not  featured) 


IBM  rated  #1  in  tech  support  for  desktops 
and  notebooks  by  PC  Magazine  readers. 
PC  Magazine  17th  Annual  Reader 
Satisfaction  Survey  -  July  14,  2004 


'Availability:  All  offers  subject  to  availability.  IBM  reserves  the  right  to  alter  product  offerings  and  specifications  at  any  time,  without  notice.  IBM  is  not  responsible  for  photographic  or  typographic  errors.  'Pricing: 
does  not  include  tax  or  shipping  and  is  subject  to  change  without  notice.  Reseller  prices  may  vary.  Warranty:  For  a  copy  of  applicable  product  warranties,  write  to:  Warranty  Information,  P.O.  Box  12195.  RTP,  IUC 
27709,  Attn:  Dept  JDJA/B203.  IBM  makes  no  representation  or  warranty  regarding  third-party  products  or  services.  Footnotes:  (1)  Embedded  Security  Subsystem:  requires  software  download.  (2)  Mobile  Processor: 
Power  management  reduces  processor  speed  when  in  battery  mode.  (3)  Wireless  11a,  11b  and  11g:  based  on  IEEE  802.11a,  802.1 1b  and  802.1 1g,  respectively.  An  adapter  with  lla/b,  1 1  b/g  or  lla/b/g  can  communicate 
on  either  or  any  of  these  listed  formats  respectively:  the  actual  connection  will  be  based  on  the  access  point  to  which  it  connects.  (4)  Included  software:  may  differ  from  its  retail  version  (if  available)  and  may  not 
include  user  manuals  or  all  program  functionality.  License  agreements  may  apply.  (5)  Memory:  For  PCs  without  a  separate  video  card,  memory  supports  both  system. and  video.  Accessible  system  memory  is  up  to 
64MB  less  than  the  amount  stated,  depending  on  video  mode.  (6)  Hard  drive:  GB  =  billion  bytes.  Accessible  capacity  is  less;  up  to  4GB  is  service  partition.  (8)  Limited  warranty:  Support  unrelated  to  a  warranty  issue 
may  be  subject  to  additional  charges.  (9)  ServicePac  services:  are  available  for  machines  normally  used  for  business,  professional  or  trade  purposes,  rather  than  personal,  family  or  household  purposes.  Service  period 
begins  with  the  equipment  date  of  purchase.  Service  levels  are  response-time  objectives  and  are  not  guarantees.  If  the  machine  problem  turns  out  to  be  a  Customer  Replaceable  Unit  (CRU),  IBM  will  express  ship  the  part  to 
you  for  quick  replacement.  Onsite  24x7x2-hour  service  is  not  available  in  all  locations.  For  ThinkPad  notebooks  requiring  LCD  or  other  component  replacement,  IBM  may  choose  to  perform  service  at  the  depot  repair 


GO  with  IBM  Think  Express  Program 

IBM  Think  Express  models  are  configured  and  priced 
with  small  to  medium-size  businesses  in  mind. 


Put  a  solid  barrier  between  your 

wireless  PC  and  thieves.  Select  IBM  wireless 

ThinkPad®  notebooks,  like  the  ThinkPad  X40  featured  to  the  right,  offer 
an  added  layer  of  data  protection  —  a  vauitlike  combination  of  a  built-in 
security  chip  and  sophisticated  data  encryption  software!1  In  fact,  it’s 
so  advanced,  it  actually  makes  data  unreadable  if  tampered  with. 
And  only  IBM  offers  PCs  with  this  level  of  security  as  a  standard  feature. 
Plus,  with  Intel®  Centrino™  Mobile  Technology  and  on-the-fly  folder 
encryption,  users  can  work  wherever  they  please,  knowing  that  their 
data  will  be  protected.  No  matter  who’s  lurking  around.  Instead 

of  a  welcome  mat. 


Embedded  Security  Subsystem.  Only  on  a  ThinkPad. 

1  866  426-0899  ibm.com/shop/m564 


MOBILE 

TECHNOLOGY 


IBM  ThinkPad  R50e 

Ultimate  Value 

Distinctive  IBM  Innovations: 

•  IBM  Rescue  and  Recovery™  -  One-button 
recovery  and  restore  solution 

•  IBM  Access  Connections  -  switch  between 
wired  and  wireless  connections 

System  Features: 

•  Intel®  Centrino™  Mobile  Technology 

•  Intel®  Pentium®  M  Processor  725  (1 ,60GHz)2 

•  Intel®  PRO/Wireless  Network  Connections  802.1 1  b/g3 

•  Microsoft  Windows  XP  Professional4 
•15"  XGA  TFT  display  (1024x768) 

•  256MB  DDR  SDRAM5 

•  30GB  hard  drive6 

•  CD-RW/DVD-ROM  combo 

•  IBM  UltraConnect™  Antenna  for  increased 
signal  strength 

•  1-yr  system/battery  limited  warranty8 


NavCode  1842HRU-M564 
THINK  EXPRESS  MODEL  PRICED  AT: 


$1,269* 


$45/mo  for  36  months 
SuccessLease  for  Small  Business19 

ServicePac®  Service  Upgrade:9 
3-yr  Depot  Repair  #30L9192  $132 


IBM  ThinkPad  X40 

Our  thinnest  and  lightest 

Distinctive  IBM  Innovations: 

•  IBM  Embedded  Security  Subsystem  2.0 

•  IBM  Rescue  and  Recovery™ - 
One-button  recovery  and  restore  solution 

System  Features: 

•  Intel®  Centrino™  Mobile  Technology 

•  Intel®  Pentium®  M  Processor  ULV  1.10GHz 

•  Intel®  PRO/Wireless  Network  Connection  802.11  b/g 

•  Microsoft  Windows  XP  Professional 

•  12.1"  XGA  TFT  display  (1024x768) 

•  256MB  DDR  SDRAM 

•  20GB  hard  drive 

•  Integrated  Gigabit  Ethernet  and  modem 

•  Legendary  IBM  full-size  keyboard10 

•  Only  .94"  thin'1 

•  2.7-lb  travel  weight12 

•  1-yr  system/battery  limited  warranty8 


NavCode  2386A4U-M564 

THINK  EXPRESS  MODEL  PRICED  AT: 


$1,499* 


$53/mo  for  36  months 
SuccessLease  for  Small  Business 


center.  Calls  must  be  received  by  5pm  local  time  in  order  to  qualify  for  Next  Business  Day  service.  (10)  Full-size  keyboard:  As  defined  by  ISO/IEC  15412.  (11)  Thinness:  may  vary  at  certain  points  on  the  system. 
(12)  Travel  weight:  includes  battery  and  optional  travel  bezel  instead  of  standard  optical  drive  in  Ultrabay  bay,  if  applicable:  weight  may  vary  due  to  vendor  components,  manufacturing  process  and  options. 
(19)  SuccessLease:  SuccessLease  program,  rates  and  terms  are  provided  by  third-party  financiers  approved  by  IBM  Global  Financing  to  credit-qualified  business  customers  installing  in  the  U.S.  Featured  monthly  lease 
payments  based  on  prespecified  end-of-lease  purchase  option;  documentation  fee  and  first  month’s  payment  due  at  lease  signing;  taxes  are  additional.  Options  cannot  be  leased  separately.  IBM  and  IBM  Global  Financing 
reserve  the  right  to  alter  product  offerings,  specifications  or  financing  terms  at  any  time,  without  notice.  Trademarks:  The  following  are  trademarks  or  registered  trademarks  of  IBM  Corporation:  IBM,  the  IBM  logo, 
Rapid  Restore,  Rescue  and  Recovery,  ThinkPad,  Ultrabay,  UltraConnect  and  UltraNav.  Microsoft  and  Windows  are  registered  trademarks  of  Microsoft  Corporation.  Intel,  Intel  Xeon,  Intel  Inside,  Intel  Inside  logo,  Intel 
Centrino,  Intel  Centrino  logo,  Intel  SpeedStep  and  Pentium  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  other  countries.  Other  company,  product  and  service 
names  may  be  trademarks  or  service  marks  of  other  companies.  ©2004  IBM  Corporation.  All  rights  reserved. 

Visit  www.ibm.com/pc/salecomputing  periodically  for  the  latest  information  on  safe  and  effective  computing. 
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|  ENTERPRISE  VALUE  AWARDS  |  INTRODUCTION  |  BY  CHERYL  ASSELIN 


Despite  stiff  challenges, 
the  2005  CIO  Enterprise 
Value  Award  winners  are 
all  role  models  for  extract¬ 
ing  critical  enterprise 
value  from  IT 


CIOs  ARE  FEELING  BESIEGED  BY  YEARS  OF  BELT- 

tightening  and  reined-in  budgets,  by  CXOs  who  view 
IT  as  a  costly  commodity,  and  by  the  ever-expanding 
trend  to  outsource  IT.  But  bold  CIOs  are  still  finding 
ways  to  ensure  that  IT  has  a  major  impact  on  the  busi¬ 
ness.  And  smart  companies  from  all  industries  under¬ 
stand  that  when  done  right,  IT  delivers  strategic  value 
and  the  vital  means  to  boost  the  bottom  line. 

“Providing  IT  leadership  continues  to  become  more  challenging,”  says 
John  Glaser,  vice  president  and  CIO  of  Partners  Healthcare  System  and  a 
veteran  Enterprise  Value  Awards  judge.  “CIOs  must  relentlessly  pursue 
improvements  in  IT  efficiency  and  execution.  At  the  same  time,  CIOs  must 
rise  to  the  challenge  of  applying  IT  to  significantly  advance  the  organization’s 
strategic  plans  and  initiatives.”  To  those  who  believe  IT  executives  cannot  do 
this  (and  to  our  readers  who  know  better),  we  present  the  2005  Enterprise 
Value  Award  winners.  These  organizations  are  proving  that  IT  really  doe^ 
make  all  the  difference  in  a  company’s  success,  despite  all  the  challenges. 

The  nine  2005  Enterprise  Value  Award  honorees  prove  just  how  imp 
tant  IT  is  to  the  enterprise  by  creating  new  and  innovative  ways  to 
their  customers  into  their  value  chains,  by  providing  profound  effj 
cies  for  their  organizations,  and  by  revolutionizing  the  way  their  organ! 
deliver  goods  and  services.  The  IT  initiatives  honored  by  the  2005  E 


Value  Awards  have  wide-ranging  and  ingen¬ 
ious  benefits,  such  as  the  transformational 
nature  of  the  Pennsylvania  Department  of 
Public  Welfare’s  system  of  delivering  serv¬ 
ices  to  clients  with  mental  retardation;  the 
revenue-enhancing  benefits  of  Marriott  Inter¬ 
national’s  One  Yield,  an  enterprisewide  rev¬ 
enue  management  system;  and  the  ability  that 
insurance  company  Zurich  North  America’s 
IT  tools  have  given  it  to  amass  big  profits  in  a 
notoriously  low- margin  industry.  “This  year’s 
winners  provide  superb  examples  of  CIOs 
and  organizations  that  raised  the  bar  in  their 
industries,”  says  Glaser. 

Grand  Enterprise 
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The  nine  2005  Enterprise 
falue  Award  honorees  prove 
hbyv  important  IT  is  to 
the  enterprise  by  creating 
innovative  ways  t6  pull 
customers  into  their  value 
chains,  by  providing  profoui 
efficiencies,  and  by  revolu 
tionizingthe  way  their 
organizations  del  ver  goods 
am' 


Value  Award  winners 

There  is  a  new  twist  to  the  2005  Enterprise 
Value  Awards.  This  year,  the  judges  decided 
that  two  Grand  Enterprise  Value  Award  win¬ 
ners  were  better  than  one,  and  Marriott  and 
the  Pennsylvania  Department  of  Public  Wel¬ 
fare  will  share  the  honor  because  the  judges 
found  that  they  each  built  systems  that  deliv¬ 
ered  value  of  equally  critical  importance  to 
their  respective  core  missions.  Marriott’s  One  Yield  delivers  big  on  the 
company’s  mandate  of  enhancing  the  bottom  line.  One  Yield  auto¬ 
mates  most  of  the  business  processes  associated  with  revenue  man¬ 
agement  and  suggests  recommendations  for  room  rates  based  on 
business  logic.  The  value  enabled  Marriott  to  extend  its  competitive 
advantage  at  a  time  when  many  of  its  competitors  were  struggling  to 
survive.  (See  “The  Price  Is  Always  Right,”  Page  40.) 

Pennsylvania’s  Department  of  Public  Welfare  built  its  Home  and 
Community  Services  Information  System  (HCSIS)  to  completely 
transform  the  way  its  Office  of  Mental  Retardation  delivers  services  to 
its  clients.  The  Web-based,  integrated  client  information  management 
system’s  underlying  mission  was  to  stop  institutionalizing  people  and 
instead  facilitate  everyday  lives.  Caseworkers  now  use  the  system  to 
set  goals  for  the  people  in  their  programs.  Pennsylvania’s  system  also 
involves  the  families  of  its  clients,  giving  them  the  ability  to  update 
records,  essentially  broadening  the  person’s  support  base  beyond  one 
single  caseworker.  HCSIS  has  made  a  positive  difference  in  the  qual¬ 
ity  of  life  of  the  mentally  retarded  citizens— and  their  families— in  its 
care  (see  “Upgrading  Lives,”  Page  50). 

True  Value 

In  addition  to  the  two  Grand  winners,  this  year’s  group  of  Enterprise 
Value  Award  winners  includes  seven  companies  whose  IT  achieve¬ 
ments  truly  stood  out  and  made  them  winners  in  their  respective 
industries.  For  instance,  Zurich  North  America’s  Small  Business  divi¬ 


sion  created  eZSB,  an  automated  under¬ 
writing  system.  This  system  has  made  it 
simpler  and  less  costly  for  independent 
agents  to  issue  property  and  casualty  poli¬ 
cies,  giving  them  more  time  to  focus  on 
selling,  thereby  almost  ensuring  that  they 
suggest  policies  through  Zurich  more  often 
than  through  other  insurers.  Read  more 
about  the  way  Zurich’s  IT  department 
worked  closely  with  the  business  to  grow 
its  property  and  casualty  division  into  a 
thriving  organization  in  “Real  Business¬ 
men  Play  with  Dolls”  on  Page  74. 

Four  companies  are  part  of  an  emerg¬ 
ing  trend  of  bringing  customers  into  the 
value  chain.  In  “Nice  Doing  Business 
with  You”  (Page  62),  we  explore  how  ABF 
Freight  System,  AT&T,  ConocoPhillips  and 
Foley  &  Lardner  have  gained  an  advantage 
by  pulling  customers  into  their  back-end 
systems,  thereby  boosting  efficiencies, 
making  customers  happier  and  growing 
their  businesses. 

ABF’s  and  AT&T’s  winning  systems 
give  customers  the  option  of  system-to-sys- 
teml  connections  through  XML.  ABF  customers  can  incorporate  ship¬ 
ping  functions  directly  into  their  own  websites  and  back-end  systems. 
AT&T  BusinessDirect  customers  can  directly  link  their  systems  with 
AT&T’s  provisioning,  repair  and  inventory  systems,  giving  them  com¬ 
plete  control  over  their  own  telecom  networks. 

At  Foley  &  Lardner,  the  Foley:ClientSuite  system  helps  the  corporate 
law  firm  build  custom  extranets  for  its  clients.  At  these  sites,  lawyers 
can  post  documents  and  photos,  giving  attorneys  and  clients  easy  and 
faster  access  to  relevant  legal  materials— a  highly  valuable  system  for 
the  firm’s  clients.  ConocoPhillips’  Lubestream  is  a  collection  of  tools, 
including  SAP,  that  automates  the  lubricants  business— from  ordering 
to  production  planning,  delivery  and  invoicing.  ConocoPhillips  cus¬ 
tomers  link  their  systems  directly  to  Lubestream  via  EDI,  FTP  or  the 
Web.  By  making  itself  easier  to  do  business  with,  ConocoPhillips  has 
satisfied  its  customers— and  gotten  more  of  their  business. 

Efficiency  takes  on  a  different  form  at  St.  Jude  Children’s  Research 
Hospital.  There,  a  data  warehouse  provides  clinical  researchers,  data 
managers  and  principal  investigators  with  a  smoother,  swifter  way  to 
track,  treat  and  research  catastrophic  children’s  diseases.  This  clinical 
trial  data  collection  system  houses  information  from  various  clinical 
and  legacy  databases  (some  containing  40-plus-year-old  data),  and 
speeds  the  collection  and  reporting  phase  from  one  and  a  half  days  to 
a  half  day.  For  an  organization  that  is  racing  against  time  to  save  chil¬ 
dren’s  lives,  this  real-time  access  provides  incomparable  value. 

Meanwhile,  at  Caterpillar,  an  IT-led  Six  Sigma  Suite  has  enabled 
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THE  ONLY  BI  STANDARD 

BUILT  TO  TOMORROW’S 
SPECIFICATIONS. 


■  THE  LEADER  IN  TECHNOLOGY. 
THE  LEADER  IN  VISION. 


Standardize  your  reporting  and  analysis  on  Cognos. 

The  only  comprehensive  Business  Intelligence  solution 
built  on  a  single,  services-oriented  architecture. 

Instead  of  outdated  technologies  cobbled  together. 

A  completely  web-based  solution  designed  to  be  globally  deployable.  Truly  scalable. 
And  an  integral  part  of  a  performance  management  solution 
that  includes  planning,  budgeting,  and  scorecarding. 

It’s  what  you’ll  demand  from  BI  years  from  now. 

And  it’s  already  working  in  86  of  the  Fortune  100  companies  today. 

No  wonder  industry  analysts  call  Cognos  a  clear  leader  in  BI. 

Bring  the  future  of  BI  to  your  company. 

Visit  the  Cognos  Standardization  Resource  Center 
at  Cognos.com/leader  today. 


THE  NEXT  LEVEL  OF  PERFORMANCE1" 


X  THE  PROCESS  TEAM:  (standing,  from  left)  Bob  Reck,  president,  Kendall  Consulting  Group:  Mark 
Cooper,  VP,  Athens  Group;  Sheila  Smith,  president,  Omega  Point  Consulting;  Jim  McGee,  director, 
Huron  Consulting  Group;  Madeline  Weiss,  president,  Weiss  Associates;  Doug  Barker,  president, 
Barker  &  Scott  Consulting;  (seated)  Kathleen  F.  Curley,  research  professor,  Boston  University; 

Richard  Swanborg,  cochair  of  the  CIO  Enterprise  Value  Awards  and  president  of  ICEX. 

Not  pictured:  Susan  Cramm,  process  team  member,  and  president  of  Valuedance;  Jerry  Gregoire, 
judge,  and  former  CIO  of  Dell  and  PepsiCo. 

<<THE  JUDGES:  (from  left)  John  Glaser,  VP  and  CIO,  Partners  Healthcare  System;  Andre  Spatz,  CIO, 
Unicef;  Rebecca  R.  Rhoads,  VP  and  CIO,  Raytheon;  Gregor  Bailar,  CIO  and  executive  VP,  Capital  One. 


employees,  dealers  and  selected  suppliers  to  follow  Six  Sigma 
methodology  to  resolve  problems  and  improve  processes.  This  con¬ 
sistency  across  the  entire  organization  has  brought  with  it  many 
rewards  and  benefits,  including  the  ability  to  share  processes  and 
solutions  with  other  parts  of  the  business. 

For  more  details  on  each  organization  and  its  winning  system,  be 
sure  to  check  out  “Winners  Guide”  on  Page  80.  This  guide  to  the  win¬ 
ners  covers  the  basics  of  each  company,  its  winning  system  (how  it 
works  and  what  it  does),  ROI  details  and  why  it  was  deemed  a  winner. 

The  Rigors  of  the  Judging  Process 

As  it  is  with  IT  value,  the  Enterprise  Value  Awards  continue  to 
evolve,  and  the  process  itself  gets  more  rigorous.  This  year’s  pro¬ 
gram  began  almost  a  year  ago,  when  we  solicited  nominations  in 
each  vertical  industry.  (For  information  and  to  apply  for  the  2006 
Enterprise  Value  Awards,  go  to  www.cio.com/eva.) 

Once  the  application  phase  ended,  process  teams  made  up  of  CIO 
editors,  independent  consultants  and  academics  vetted  the  100  nom¬ 
inations  and  spoke  with  representatives  of  the  various  companies  to 
evaluate  each  system’s  cost,  return  and  impact  on  its  organization. 
Areas  of  impact  considered  include  strategic,  financial,  customer, 
operational  and  social.  Each  team  then  spent  days  poring  over  appli¬ 
cations,  visiting  companies’  websites  and  company  reports,  and  con¬ 
ducting  extensive  interviews  with  company  leaders.  These  process 
teams  presented  their  findings  to  a  panel  of  editors,  IT  consultants 
and  CIOs,  which  chose  one  winner  in  each  vertical  industry. 

But  the  hardest  decision— as  well  as  the  most  prestigious  award— 
was  yet  to  come,  when  the  nine  winners  were  considered  for  the 


Grand  Enterprise  Value  Award.  The  process  teams  conducted  site 
visits  or  additional  phone  interviews  as  preparation  for  a  detailed 
presentation  to  a  panel  of  CIO  judges  taking  place  in  a  daylong  meet¬ 
ing  in  October. 

While  there  was  no  doubt  that  each  winner  was  worthy  of  an 
Enterprise  Value  Award,  the  Grand  honor  wasn’t  easily  agreed 
upon.  As  the  morning  turned  to  afternoon,  judges  debated  pas¬ 
sionately  over  the  merits  of  each  system  and  why  one  company 
deserved  the  highest  award  over  another.  Here  they  shared  ideas 
about  what  merited  the  Grand  award:  This  is  a  transformational 
system:  this  one  is  doing  more  for  its  company’s  mission.  Finally,  the 
judges  agreed  to  name  both  Marriott  and  Pennsylvania’s  Depart¬ 
ment  of  Public  Welfare  as  Grand  winners.  “Marriott  gets  a  lot  of 
credit  for  raising  the  bar  for  its  industry,”  says  Glaser.  Pennsylva¬ 
nia’s  system,  on  the  other  hand,  created  a  “different  [service]  model 
for  its  industry,”  says  Andre  Spatz,  CIO  of  Unicef  and  an  Enter¬ 
prise  Value  Awards  judge. 

While  each  winning  system  has  created  its  own  unique  brand  of 
value,  these  organizations  together  showcase  the  transformational, 
mission-critical  enterprise  value  that  can  be  achieved  when  companies 
believe  in  the  potential  of  IT,  and  business  and  technology  profession¬ 
als  work  together  to  make  strategic  goals  come  true.  Read  on  to  explore 
how  they  did  it,  why  they  did  it  and  what  obstacles  they  overcame  to  get 
to  this  point:  an  Enterprise  Value  Award-winning  company.  HH 


Cheryl  Asselin,  managing  editor,  production,  was  the  project  manager  for 
the  2005  Enterprise  Value  Awards  special  issue.  She  can  be  reached  at 
casselin@cio.com. 
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PHOTOS  BY  GEOFFREY  KULA 


“Guardian  uses 
Primavera 
to  run  IT 
like  a  business.” 

—  Dennis  S.  Callahan,  EVP  and  CIO 

The  Guardian  Life  Insurance  Company  of  America 

“Since  2000,  we’ve  cut  our  IT  budget  30% 
while  increasing  the  level  of  service  to  our 
business  units. 

Guardian’s  IT  operations  are  business-driven,  not 
technology-driven.  Our  business  units  define  their 
business  needs,  and  those  needs  drive  IT  investment 
strategies  and  plans.  With  Primavera’s  solution  for 
project,  resource  and  portfolio  management,  we  can 
judge  every  request  and  project  in  progress  against 
how  it  meets  predefined  business  requirements. 

We  don’t  waste  money  on  projects  that  don’t  give 
us  the  best  business  return  on  investment. 

Now,  our  business  units  and  IT  have  the  same 
objectives,  the  same  agenda,  the  same  priorities. 
Primavera’s  software  solution  plays  a  major  role 
in  making  that  happen.” 


PRIMAVERA 

project  success  =  business  success' 


©200S  Pnmavera  'Syste  r  IrtC 


View  the  Guardian  video 
and  learn  more  about  other 
Primavera  customer  success  stories 
at  www.primavera.com/guardian. 


Marriott  applied  its  business  wisdom  to  building  an 
IT  system  that  has  successfully  tackled  its  greatest 
challenge-maximizing  revenue 


THE  PRICE  IS 
ALWAYS  RIGHT 


|  ENTERPRISE  VALUE  AWARDS  g  MARRIOTT  INTERNATIONAL  |  BY  STEPHANIE  OVERBY 

VALUE  PROPOSITION:  WHEN  NELL  WILLIAMS  WAS  THE  DIRECTOR  OF  REVENUE 

Optimized  pricing  to  maximize  revenue  ,  r  ,1  Ar\r\  t 

K  management  responsible  tor  the  400-room  Long 

Wharf  Marriott  in  Boston,  there  were  certain  days  of 

the  week— Wednesdays,  Thursdays  and  Saturdays— 

when  she  could  easily  sell  out  the  hotel  twice  over.  But 

on  other  nights,  like  Sundays,  occupancy  rates  dipped 

so  dramatically  that  she  would’ve  been  lucky  to  have 

filled  the  rooms  three  times  a  year. 

Both  situations  presented  challenges  for  Williams,  whose  job  was  not  just 
to  sell  rooms  but  to  sell  them  in  such  a  way  that  would  make  the  most  money 
for  the  hotel.  She  used  a  combination  of  pricing  and  inventory  controls  to 
maximize  profits.  On  the  high-demand  nights,  she  had  to  be  careful  not  to  sell 
out  early  at  low  rates.  She  also  had  to  consider  lengths  of  stay.  There  were 
plenty  of  business  travelers  wanting  to  stay  one  night  and  willing  to  pay  top 
dollar.  But  those  customers  would  not  help  her  fill  the  hotel  on  less  busy  days 
the  way  a  three-night  stay  might.  Meanwhile,  on  Sundays,  she  needed  enough 
rooms  available  at  the  lower  rates  to  attract  customers,  but  not  so  many  that 
she  might  give  rooms  away  to  someone  willing  to  pay  more. 

Back  then  (some  17  years  ago),  Williams  and  her  counterparts  tackled  these 
challenges  on  an  ad  hoc  basis,  with  only  homegrown  statistics  and  their  wits 
to  help  them  decide  what  rates  to  offer  to  any  given  customer.  Such  prognos¬ 
tication  took  up  the  better  part  of  her  day. 

Today,  Marriott’s  revenue  managers  can  do  the  same  work  in  less  than  an 
hour  thanks  to  One  Yield,  an  enterprisewide  system  that  automates  the  busi- 
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ness  processes  associated  with  optimizing 
revenue  for  more  than  1,700  of  the  com¬ 
pany’s  2,600  properties.  Unlike  earlier  sys¬ 
tems  that  attempted  to  tackle  this  seminal 
issue  of  the  hospitality  industry— that  is, 
maximizing  the  revenue  for  every  available 
room— One  Yield  takes  most  of  the  guess¬ 
work  out  of  setting  rates  by  providing  rec¬ 
ommendations  to  Marriott  employees  about 
what  rates  to  offer  at  any  given  property  on 
any  given  day.  The  system  has  enabled  the 
$9  billion  company  to  extend  its  competitive 
advantage  at  a  time  when  many  of  its  peers 
were  struggling  just  to  survive. 

“Because  the  system  was  foundational  in 
nature,  we  got  about  80  percent  of  the  value 
when  we  first  put  it  in,”  explains  Marriott 
Executive  Vice  President  and  CIO  Carl  Wil¬ 
son.  Marriott  hotels  that  have  installed  One 
Yield  have  seen  an  increase  of  up  to  2  percent 
in  revenue  from  leisure  travelers  in  2004, 
providing  an  annual  profit  increase  for  indi¬ 
vidual  hotels  totaling  $86  million.  In  2003, 
operating  income  rose  17  percent,  while 
Marriott  added  185  new  hotels  and  over 
31,000  rooms,  approximately  one-third  of 
which  were  conversions  from  competing 
hotel  brands.  Marriott  attributes  these 
results  in  part  to  One  Yield.  Because  of  these 
results,  One  Yield  has  the  potential  to 
change  the  value  proposition  for  the  hospi¬ 
tality  industry,  and  thus  earned  Marriott  a 
Grand  Enterprise  Value  Award.  “One  Yield 
is  impressive  because  it  fundamentally 
alters  the  dynamics  of  the  industry  it  oper¬ 
ates  in,”  explains  Enterprise  Value  Award 


CRITICAL  SUCCESS  FACTORS 


»  Develop  business  case  jointly 
IT  and  business  sponsor. 

>>  Manage  project  by  a  joint  IT- 
business  team. 

»  Set  user  expectations  with  monthly 
communiques  from  project  team. 

>>  Uncover  potential  problems  early  with 
extensive  prototyping  of  key  modules. 

>>  Integrate  user  self-training  materials 
into  the  system. 


By  tacklingthe  seminal 
issue  of  the  hospitality 
industry — maximizingthe 
revenue  for  every  available 
room-One  Yield  enabled 
Marriottto  increase  profits 
and  extend  its  competitive 
advantage. 


judge  and  Unicef  CIO  Andre  Spatz. 

To  get  such  returns,  Marriott  had  to  man¬ 
age  inherent  risks.  It  built  a  system  in-house 
from  scratch.  It  chose  a  Web-based  applica¬ 
tion  based  on  J2EE  architecture  and  Web¬ 
Sphere  development  tools,  technology  that 
no  one  at  Marriott  had  worked  with  before. 
It  had  to  juggle  several  constituencies— from 
the  inventory  managers  who  would  use  the 
system  to  the  franchisees  that  would  have 
to  pay  for  it.  And  it  had  to  pull  off  a  rollout 
across  the  enterprise  and  its  disparate 
brands  in  64  countries. 

Birth  of  a  System 

Marriott  has  been  known  as  an  industry 
leader  in  revenue  management  since  before 
the  practice  had  a  name.  According  to  com¬ 
pany  lore,  when  Marriott’s  senior  vice  pres¬ 
ident  of  sales  first  approached  CEO  Bill 
Marriott  Jr.  in  1985  to  discuss  the  impor¬ 
tance  of  a  new  business  discipline  called 
revenue  management,  Marriott  had  to 
chuckle.  The  senior  VP  explained  the  bene¬ 
fits  of  the  nascent  practice  (just  taking  off  in 
the  airline  industry),  which  focused  on 
boosting  profits  by  timing  price  increases 
and  discounts  as  well  as  using  inventory 
controls.  The  company  could  use  computer 
models  to  figure  out  the  best  pricing  and 
sales  procedures  for  its  hotels. 

If  that  was  revenue  management,  Mar¬ 
riott  told  his  senior  VP,  then  the  company 
had  been  practicing  it  for  a  long  time.  He 
recalled  nights  he  spent  at  his  father’s  first 
hotel  venture,  the  Twin  Bridges  Motor  Hotel 
in  Arlington,  Va.,  which  opened  in  1957  and 
featured  a  drive-through  registration  desk. 
His  dad  knew  that  when  cars  spanned  the 
parking  lot,  he  would  soon  have  more 
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customers  than  rooms.  So  the  elder  Marriott 
kept  an  eye  out  for  the  cars  with  two  pas¬ 
sengers,  because  he  could  charge  them  the 
double  room  rate.  Certainly,  you  didn’t  need 
a  computer  to  do  that,  Marriott  teased. 

The  CEO  had  a  point,  says  Williams,  who 
is  now  Marriott’s  vice  president  of  revenue 
management  transformation  and  systems 
strategy,  and  is  the  business  sponsor  of  One 
Yield.  The  concept  is  straightforward.  But 
optimizing  revenue  for  hundreds  of  thou¬ 
sands  of  rooms  around  the  world  can  be, 
well,  rocket  science.  When  the  airline  indus¬ 
try  introduced  computer  models  to  maxi¬ 
mize  revenue,  “it  was  like  a  black  art,” 
explains  Robert  Goodwin,  managing  vice 
president  for  Gartner.  “These  pointy-headed 
guys  with  PhDs  got  paid  lots  of  money  to 
come  up  with  complicated  algorithms.” 
After  two  decades,  he  says,  Marriott  has 
succeeded  more  than  its  competitors  in  the 
hotel  industry  at  prying  out  the  secrets  of 
revenue  management. 

Shortly  after  the  Marriott  CEO’s  tutorial 
on  the  subject  (and  despite  his  good-natured 
ribbing  of  his  gung-ho  senior  VP),  the  com¬ 
pany  was  the  first  in  its  industry  to  make 
revenue  management  a  C-level  discipline. 
During  the  1990s,  Marriott  developed  two 
revenue  management  systems— the  demand 
forecasting  system  (DFS)  for  Marriott’s  full- 
service  hotels  and  the  revenue  management 
system  (RMS)  for  its  lower-priced,  select 
service  properties  like  the  Courtyard. 

John  Whitridge,  vice  president  of  revenue 
management  systems  and  a  14 -year  Marriott 
veteran,  saw  the  birth  of  both  systems.  In  the 
back  of  his  mind,  he  knew  that  it  would  be 
better  to  have  one  revenue  management  sys¬ 
tem  for  the  enterprise.  Not  only  would  IT  sup¬ 
port  be  easier  and  less  expensive,  but  one 
system  also  could  be  integrated  more  easily 
with  Marriott’s  central  reservation  system. 
Users  who  managed  multiple  properties 
could  work  more  efficiently.  In  addition,  the 
system  would  help  senior  managers  to  pro¬ 
mote  a  single  set  of  revenue  management  best 
practices  across  the  company. 

In  1999,  Marriott  saw  its  opportunity. 
RMS  and  DFS  users  were  increasingly  ask¬ 
ing  for  the  same  functionality.  Meanwhile, 
revenue  and  inventory  management  was 
becoming  a  regional— and  clustered— disci¬ 
pline  for  Marriott.  More  and  more,  inventory 
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Executive  VP  and  CIO  Carl  Wilson  says  80  percent  of  One  Yield’s  value  was 
achieved  immediately  upon  deployment. 


managers  were  required  to  use  both  systems 
to  manage  multiple  properties  among  its  var¬ 
ious  brands.  Furthermore,  the  Web  was  well 
on  its  way  to  becoming  a  proven  platform  for 
new  systems.  Whitridge  knocked  on  Wil¬ 
son’s  door  to  tell  him.  He  left  with  Wilson’s 
OK  to  go  to  Williams  and  Marriott’s  finance 
teams  to  start  hammering  out  a  business  case 
for  what  would  become  One  Yield. 

A  Case  for  Enterprise  Value 

Building  the  business  case  for  One  Yield  was 
made  simpler  by  the  fact  that  Williams  and 
Whitridge,  as  well  as  their  staffs,  had  worked 
together  previously  on  IT  initiatives.  All  IT 
projects  at  Marriott  must  have  a  business 
sponsor  and  joint  business-IT  project  man¬ 
agement.  In  the  area  of  revenue  management, 
alignment  between  business  and  IT  has  been 
a  necessity  because  of  the  complexity  of  both 
the  discipline  and  the  IT  systems  required  to 
support  it.  “We’re  always  going  to  confer¬ 
ences  together,  holding  meetings,  talking  on 
the  phone,  e-mailing,”  Whitridge  explains. 

To  get  the  green  light  from  the  executive 
committee,  Williams  and  Whitridge  and 
their  teams  knew  it  was  critical  to  tie  the 
business  value  of  One  Yield  to  Marriott’s 
three  goals:  profitability,  preference  and 
growth.  One  Yield  represented  a  conver¬ 
gence  of  all  three.  If  it  were  successful,  it 
would  make  Marriott  as  a  corporation,  as 
well  as  its  franchisees,  more  profitable, 
because  the  hotels  would  keep  more  rooms 
filled  at  higher  rates.  As  Marriott  brands 
became  more  profitable,  they  would  become 
preferred  by  attracting  more  franchisees. 
And  that  would  lead  to  growth,  as  reflected 
in  the  total  number  of  hotels  and  rooms 
operated  under  the  Marriott  flag. 

Whitridge  worked  with  Williams  to 
describe  even  the  technical  aspects  of  the 
system  in  business  terms.  For  example, 
Whitridge  knew  the  J2EE  platform  the  Mar¬ 
riott  Architecture  team  chose  offered  the 
benefit  of  quicker,  less  expensive  upgrades. 
The  business  audience  knew  that  with  the 
old  systems,  every  new  release  took  ages.  “So 
when  we  talked  about  the  benefit  of  the  Web 
in  the  business  case,”  says  Whitridge,  “we 
didn’t  say,  Hey,  the  Web  is  cool.  We  talked 
about  instantaneous,  hassle-free  upgrades.” 

That  understanding  of  the  business  paid 
off  in  another  way.  Because  the  Marriott  IT 


team  worked  arm-in-arm  with  revenue 
managers  to  develop  One  Yield’s  function¬ 
ality  and  features,  the  risk  of  building  a  cus¬ 
tomized  system  was  minimized.  “What  if 
the  computer  models  don’t  work  right?  You 
risk  giving  away  huge  amounts  of  revenue 
or  losing  business  if  you  do  this  wrong,” 
observes  Gartner’s  Goodwin.  “But  these 
guys  at  Marriott  seem  to  have  understood 
their  business  well  enough  that  those  risks 
were  minimal.” 

Setting  Expectations 

The  executive  steering  committee  gave 
Williams  approval  to  start  work  in  2001. 
The  next  step  was  to  reach  out  to  the  com¬ 
munity  of  people  who  would  either  use  or 
have  to  pay  for  the  system.  (Each  Marriott 
property  is  billed  for  their  IT  systems  usage.) 
The  One  Yield  team  wanted  to  learn  from 
users  what  they  needed,  including  what 
they  loved  and  hated  about  the  legacy  DFS 
and  RMS  applications. 

But  the  communications  effort  had  a  dual 
purpose.  The  One  Yield  team  wasn’t  just 
seeking  input  about  what  to  include  in  the 
new  system,  it  was  also  laying  the  ground¬ 
work  for  what  the  users  could  expect  from 
the  system.  Setting  expectations  is  critical 


to  the  success  of  any  system  rollout,  but  par¬ 
ticularly  one  in  which  some  users  can  decide 
whether  they  want  to  install  it.  “There’s 
always  a  risk  when  you  do  something  across 
the  entire  organization  of  properly  assess¬ 
ing  the  organization’s  readiness  for  the 
change,”  Wilson  says. 

The  deployment  plan  for  One  Yield  called 
for  all  RMS  or  DFS  users  to  be  automatically 
moved  onto  the  new  system,  but  the  50-plus 
percent  of  franchisees  who  worked  without 
a  revenue  management  system  in  the  past 
could  make  the  choice  for  themselves.  Some 
franchisees  had  never  seen  a  need  for  such  a 
system.  If  they  adopted  One  Yield,  then  the 
system  would  deliver  real  enterprise  value. 

The  job  of  liaison  fell  to  Russell  Vereb,  Mar¬ 
riott’s  director  of  inventory  planning.  “We 
needed  to  make  sure  we  understood  the  audi¬ 
ences,  how  they  wanted  to  be  communicated 
to,  what  information  they  needed,”  says  Vereb. 
So  he  developed  a  plan  for  dealing  with  the 
inventory  managers,  franchisees  and  general 
managers  who  needed  to  be  sold  on  One  Yield. 
“A  GM  wants  to  know  how  much  its  going  to 
cost  or  how  much  it  will  impact  staff.  A  user 
wants  to  know  why  this  feature  they  loved 
isn’t  going  to  be  in  the  new  system.” 

As  part  of  his  strategy,  Vereb  sent 
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When  your  software  provider  is  acquired  twice  in  two  years,  it  makes  you  wonder 
who  is  in  control.  If  you're  a  JD  Edwards  customer,  that's  probably  how  you  feel. 
For  your  business  decisions  you  need  an  innovative  partner  who  is  committed  to 
the  future  of  your  business  and  puts  you  in  control. 


It's  time  to  turn  to  Lawson  for  full  service  ERP  software  that  will  be  there  when  you 
need  it.  For  more  information  call  1-800-477-1357  or  visit  www.lawson.com/control. 


LAWSON 

It’s  Time: 


monthly  press  releases  to  One  Yield’s  busi¬ 
ness  constituencies  for  a  full  year— right  up 
until  rollout.  In  them,  he  highlighted  One 
Yield  benefits  and  provided  information 
about  project  status,  pilot  results,  new  train¬ 
ing  tools  and  system  costs. 

The  communications  effort  confirmed  the 
importance  of  accommodating  the  human 
element  in  One  Yield.  “What  we  in  IT  do  is 
science;  that’s  for  sure,”  says  Whitridge. 
“These  users  have  a  lot  of  art  in  their  job. 
What  we  do  for  them  is  just  part  of  an  over¬ 
all  picture  of  their  jobs,  managing  rooms  and 
function  space  and  customer  needs.” 

There’s  only  so  much  a  computer  system 


like  One  Yield  can  do.  It  can  provide  histori¬ 
cal  data  on  past  bookings  for  a  particular  day 
and  show  what  reservations  are  currently 
on  the  books,  then  make  recommendations 
on  how  to  price  the  room  inventory.  But  One 
Yield  doesn’t  know  that  a  new  hotel  has 
opened  across  the  street  from  the  Marriott 
Courtyard  in  Pensacola,  Fla.,  and  is  taking 
away  business  or  that  cancellations  are 
going  to  pour  in  because  a  hurricane  is  fore¬ 
cast  to  make  landfall  in  the  next  three  days. 
The  local  revenue  manager  will.  So  the  One 
Yield  team  designed  the  system  so  that  the 
user  can  either  accept  or  override  One 
Yield’s  recommendations  before  pressing  a 


John  Whitridge,  VP  of  revenue  management  systems,  based  the  case  for 
One  Yield  on  Marriott’s  business  goals  of  profitability,  preference  and  growth. 


button  to  send  those  rates  to  Marriott’s  cen¬ 
tral  reservation  system.  Sometimes  an 
inventory  manager  can  make  a  better  deci¬ 
sion  than  the  system,  and  that  ability  to  over¬ 
ride  the  system  ensures  its  value. 

The  users  also  wanted  to  monitor  their 
performance.  So  the  One  Yield  team  built  a 
revenue  optimization  module,  now  referred 
to  by  users  as  their  “Monday  morning  quar¬ 
terback.”  The  module  brings  together  data 
not  only  about  actual  bookings  but  also 
about  rates  that  either  were  turned  down 
by  potential  customers  or  that  weren’t 
offered  to  them.  Users  can  then  have  One 
Yield  perform  a  postmortem  revenue  opti¬ 
mization,  looking  back  up  to  28  days  at  the 
decisions  revenue  managers  made  and  how 
they  could  have  done  things  differently. 
“The  system  can  figure  out— if  you  made  all 
the  perfect  decisions— what  the  optimal 
amount  of  revenue  would  have  been,”  says 
Williams.  The  inventory  manager  in  Pen¬ 
sacola  might  find  he  overestimated  the 
impact  of  that  new  hotel  and  offered  too 
many  rooms  at  lower  rates. 

The  Importance  of  Prototypes 

While  the  business  side  of  the  One  Yield 
team  both  pumped  and  primed  the  user 
audience,  work  was  under  way  to  prepare 
the  IT  department  for  the  nearly  three-year 
effort  to  build  One  Yield.  The  goal  was  to 
create  a  system  that  would  work  upon 
rollout  and  also  be  robust  enough  to  carry 
Marriott  through  years  of  growth  and 
changes.  “Based  on  our  corporate  growth 
objectives,  we  wanted  to  design  One  Yield 
to  ensure  that  it  could  scale  to  include  more 
[users]  than  the  prior  systems,”  explains 
Whitridge.  “And  as  with  any  system,  if  [it’s 
slow  or  hard  to  use],  users  will  find 
workarounds.  So  we  wanted  to  make  a  very 
responsive  system  as  well.” 

Complicating  matters,  no  one  on  the 
development  team  had  much  experience 
with  the  WebSphere  development  tools  and 
J2EE  architecture.  “Our  only  Web  experi¬ 
ence  had  been  small-scale  projects  with 
static  display  of  content,”  explains  DeeGee  £ 
Ingco,  senior  director  of  revenue  manage-  z 

UJ 

ment  systems  and  IT  project  leader  for  One  £ 
Yield.  So,  as  most  companies  would  do,  > 
Marriott  augmented  the  IT  staff  with  con-  £ 
sultants.  But  Whitridge  also  made  a  key  £ 
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Users  Add  Value  to  One  Yield 

Process  for  vetting  features  aligns  system  with  needs 

Since  the  rollout  of  One  Yield  in  April  2003,  ideas  for  enhancements  have 
streamed  in  from  all  areas  of  the  company.  Most  suggestions  come  from  the 
Market  Board,  a  worldwide  group  of  25  One  Yield  users  representing  different 
job  functions  who  meet  every  month  via  teleconference  and  two  or  three 
times  a  year  in  person. 

“We  run  ideas  by  them,  ask  them  about  the  revenue  management  problems 
they’re  trying  to  solve,  get  usability  feedback,"  explains  Nell  Williams,  Marriott’s 
vice  president  of  revenue  management  transformation  and  systems  strategy. 

Her  team  prioritizes  the  ideas  based  on  their  potential  ROI,  then  creates  business 
cases  for  the  most  valuable  suggestions.  And  because  One  Yield  is  Web-based, 
new  functionality  rarely  takes  more  than  a  couple  of  months  to  deploy. 

One  of  the  most  significant  enhancements  has  been  to  the  Total  Hotel  Calendar, 
which  can  now  be  applied  to  hotels’  meeting  and  catering  businesses.  This  was 
something  Samantha  Nasr,  director  of  inventory  management,  who  oversees  rev¬ 
enue  managers  responsible  for  20  hotels  in  Northern  Virginia,  had  been  dying  for. 
She  can  now  look  a  month  down  the  road  and  easily  see  that  there's  a  weekend 
when  she  needs  to  fill  some  rooms  and  that  a  couple  of  ballrooms  also  happen  to 
be  available.  A  quick  call  to  sales,  and  she  offers  a  free  dinner  incentive  to  the  first 
salesperson  to  book  a  group  for  that  night.  The  rooms  and  the  conference  rooms 
are  filled,  and  revenue  shoots  up.  -S.O. 


decision  to  use  prototypes  as  a  way  to  both 
give  the  IT  team  practice  with  the  technol¬ 
ogy  and  to  anticipate  potential  bugs. 

The  prototyping  of  key  modules  began 
even  before  work  on  a  pilot  version  of  the 
system— back  when  the  business  case  was 
being  developed.  As  a  result,  “a  lot  of  things 
other  projects  would  have  encountered 
during  rollout,  or  even  during  a  pilot,  we 
avoided,”  Williams  says,  such  as  reports  that 
took  five  minutes  to  run  when  they  should 
have  taken  five  seconds. 

The  prototyping  meant  a  two-month  delay 
in  the  ultimate  rollout  date,  but  it  wasn’t  hard 
for  Whitridge  to  sell  this  to  Williams.  “If  that 
two  months  makes  the  rollout  [happen  in] 
four  months  instead  of  two  years,  that’s  a 
great  ROI,”  Whitridge  says. 

A  New  Way  to  Train  Users 

When  it  came  to  training  users,  the  One 
Yield  team  also  decided  to  take  a  different 
tack.  In  the  past,  users  had  to  go  offsite 
for  training,  which  took  them  away  from 
their  jobs  for  a  minimum  of  two  days  and 
required  Marriott  to  find  and  pay  for  facili¬ 
tators  and  space.  To  train  users  on  One 
Yield,  the  team  built  instructional  materials 
into  the  system  and  allowed  users  to  train 
themselves  to  use  the  features  they  needed 
most.  Users  adapted  to  One  Yield  more  eas¬ 
ily,  and  thus  enabled  Marriott  to  get  value 
from  the  system  more  quickly. 

But  they  didn’t  stop  there.  It’s  standard 
practice  at  Marriott  properties  for  the  staff  to 
meet  for  15  minutes  each  day  to  review  some 
element  of  training,  such  as  how  to  antici¬ 
pate  a  customer’s  needs.  The  One  Yield  team 
took  their  cue  from  that  practice  and  built 
what  they  call  “training  energizers”  into  the 
system.  Vereb  monitors  the  usage  of  the  One 
Yield,  and  if  there’s  a  feature  that  doesn’t 
seem  to  be  getting  enough  use  or  that  people 
are  having  trouble  with,  he’ll  provide  one  of 
these  training  energizers  via  the  One  Yield 
main  menu  to  help  the  revenue  manager 
brush  up  on  that  skill  online. 

Wilson  says  that  the  continuous  training 
on  One  Yield  is  critical  to  achieving  enter¬ 
prise  value.  “The  sustainable  advantage 
we’ll  get  from  this  system  will  come  from 
the  fact  that  we’ve  created  an  environment 
that  ensures  that  our  people  will  be  better 
trained  than  the  competition.” 


Ongoing  Value 

One  Yield  continues  to  add  value  to  Mar¬ 
riott’s  bottom  line  as  users  become  more 
experienced  with  it  and  suggest  new  ways  to 
apply  it.  For  instance,  the  data  generated  by 
One  Yield  has  led  to  a  corporatewide  man¬ 
agement  metric  called  inventory  effective¬ 
ness,  which  measures  the  ratio  of  actual 
revenue  to  optimal  revenue.  One  Yield  has 
helped  to  improve  Marriott’s  ratio  of  actual 
revenue  to  optimal  revenue  from  83  percent 
to  91  percent.  (For  more  about  enhance¬ 
ments  to  One  Yield,  see  “Users  Add  Value  to 
One  Yield,”  this  page.) 

Meanwhile,  one-thircl  more  properties 
than  expected  are  getting  revenue  manage¬ 
ment  religion.  Franchisees  and  general 
managers  who  never  wanted  a  revenue 
management  system  are  signing  up  as  One 
Yield  users.  At  a  meeting  of  general  man¬ 
agers  recently,  Vereb  says  he  witnessed  new 
enthusiasm  for  the  practice  because  of  the 
system.  “I  saw  general  managers  taking  each 
other  by  the  hand  and  running  over  to  the 
One  Yield  booth  saying,  You  gotta  see  this; 


you  need  this. 

Fargo,  N.D.-based  Tharaldson  Lodging, 
which  operates  355  properties  for  several 
hospitality  companies,  plans  to  move  all  of 
its  Marriott  properties  onto  the  One  Yield 
system.  “Our  Marriott-flagged  hotels  using 
One  Yield  are  outperforming  those  that  are 
not.”  says  Aimee  Fyke,  Tharaldson’s  vice 
president  of  operations. 

Many  revenue  management  systems 
operated  by  other  hospitality  companies  are 
still  run  at  individual  properties  (as  Mar¬ 
riott’s  legacy  DFS  and  RMS  were)  and  aren’t 
integrated  with  their  central  reservation  sys¬ 
tems.  One  Yield  ups  the  pressure  for  other 
hotel  companies  to  create  similar  enter¬ 
prisewide  systems. 

At  Marriott,  the  more  properties  that  sign 
up  for  One  Yield,  the  more  value  it  will  con¬ 
tinue  to  bring.  Concludes  Williams:  “One 
Yield  is  the  platform  for  our  future  business 
strategy.”  ran 


Senior  Editor  Stephanie  Overby  can  be  reached  at 
soverby@cio.com. 
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Fujitsu  brings 
a  long  record 
of  excellence  to  its 
service  and 
support  initiatives 


IT  professionals  know  that  any  smart  technology 

purchase  should  include  strong  service  and  support  provisions  as  part  of  the  package. 
That's  why  many  turn  to  Fujitsu  for  their  service  and  support.  Fujitsu  truly  gets  IT. 

"As  the  world's  third-largest  IT  services  provider,  Fujitsu  focuses  on  keeping  IT  and 
business  objectives  aligned  through  close  collaboration  with  our  customers,"  says  Don 
Klenner,  vice  president  of  customer  service  field  operations  at  Fujitsu  Computer 
Systems.  "Our  ability  to  draw  on  our  deep  experience  in  high-availability,  multi-ven¬ 
dor  environments  means  that  IT  professionals  can  count  on  us  to  address  their  service 
requirements  effectively." 

The  company's  ability  to  proactively  service  and  support  highly  complex  technolo¬ 
gy  environments  springs  from  more  than  30  years'  experience  in  infrastructure  support 
and  service  to  a  broad  range  of  customers,  including  some  of  the  world's  largest  and 
most  successful  companies.  Thanks  to  its  expertise  in  supporting  mission-critical  envi¬ 
ronments,  Fujitsu  has  a  history  of  successful  problem  prevention,  immediate  problem 
resolution  and  demonstrated  flexibility  in  providing  customers  with  precisely  the  type 
of  service  they  need. 

Fujitsu  believes  in  building  a  collaborative  and  customer-focused  culture  that  clients 
trust.  As  Klenner  puts  it:  "We  say  what  we're  going  to  do,  and  we  do  what  we  say — it's 
that  simple.  Customers  know  they  can  trust  us,  and  that's  a  very  powerful  thing." 

In  other  words,  there's  no  room  for  empty  promises  in  service  and  support.  When 
the  job  is  performed  and  delivered  in  front  of  the  customer,  on  the  customer's  turf,  the 
only  worthwhile  currency  is  the  ability  to  get  things  done  on  the  spot.  > 
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With  its  legacy  of  close  customer  relation¬ 
ships,  it's  no  surprise  that  Fujitsu  functions  as  a 
trusted  vendor  for  so  many  companies  that 
require  high-availability  environments.  The  cor¬ 
nerstone  of  the  Fujitsu  business:  mission-critical 
support,  delivered  by  experienced  engineers  and 
consultants  and  backed  by  an  ISO  9001-certified 
Global  Support  Center  that  operates  24/7,  every 
day  of  the  year. 

The  company's  leadership  status  is  reflected  in 
a  Gartner  Inc.  research  note  entitled  Server 
Vendor  High-Availability  Services  2003,  in  which 
the  Stamford,  Connecticut-based  research  and 
consulting  firm  evaluated  nine  vendors'  service 
capabilities.  "Sustaining  high  levels  of  system 


ment  of  these  systems  as  they  grow — all  are 
increasingly  important  to  corporate  infrastruc¬ 
ture,  cost  and,  ultimately,  business  success. 

Fortunately,  such  burdens  can  be  reduced 
with  Fujitsu  professional  services.  "Fujitsu  can 
create  operational  excellence  in  your  data  cen¬ 
ter,"  Klenner  says.  "We  can  give  customers  the 
foundation  to  build  an  infrastructure  that's  effi¬ 
cient,  reliable  and  competitive." 

Building  operational  excellence  into  IT  infra¬ 
structure  can  be  a  true  differentiator,  helping 
companies  to  achieve  increased  ROI  from  their 
technology.  With  its  long  history  of  service  and 
support  excellence,  Fujitsu  offers  deep  expertise 
in  helping  customers  assess  and  create  the  kind 


"We  say  what  we're  going  to  do,  and  we  do  what  we  say  — 
it's  that  simple.  Customers  know  they  can  trust  us, 
and  that’s  a  very  powerful  thing." 

—  Don  Klenner,  vice  president  of  customer-service  field  operations 


availability  continues  to  be  a  key  issue  and  con¬ 
cern  for  many  organizations,"  Gartner's  note 
observed.  "A  major  reason  for  this  is  that  increas¬ 
ingly  complex  system  architectures  make  it 
extremely  hard  to  manage  systems  to  very  high  or 
continuous  levels  of  availability.  As  a  result,  the 
services  capability,  experience  and  skill  of  system 
vendors  in  meeting  availability  objectives  are  an 
important  part  of  any  organization's  IT  strategy." 

Tellingly,  Gartner  ranked  Fujitsu  in  the  "lead¬ 
ership"  section  of  its  magic  quadrant,  a  place¬ 
ment  supported  by  the  company's  record  of  high 
customer  retention.  That  finding  doesn't  sur¬ 
prise  Klenner.  "Many  of  our  customers  ask  our 
advice  even  in  areas  where  we  don't  provide 
solutions,"  he  says.  "We  have  some  customer 
relationships  that  date  back  nearly  30  years." 

SERVICE  CHALLENGE: 

BUILDING  VALUE  THROUGH  SERVICE 

Hardware  and  software  are  just  two  of  the 
challenges  companies  face  in  building  opera¬ 
tional  excellence  into  their  IT  infrastructures. 
The  time  and  expense  associated  with  deploy¬ 
ment  of  IT  systems,  the  performance  of  these 
systems  in  an  optimal  state,  and  the  manage- 


of  high-availability  infrastructure  that  drives 
such  excellence.  Fujitsu  implements  its 
TRIOLE™  approach  to  pre-test  integration  solu¬ 
tions  and  has  created  templates  that  when  fol¬ 
lowed,  enable  the  successful  building  and 
deploying  of  IT  infrastructures.  Fujitsu  clients 
have  access  to  best  practices  enabling  them  to 
maximize  the  returns  from  their  IT  investments. 

For  example,  consider  the  following: 

•  Fujitsu  Critical  Systems  Service  helps  cus¬ 
tomers  create  and  sustain  highly  available  IT 
environments  by  combining  professional  servic¬ 
es  with  mission-critical  maintenance.  Fujitsu 
experts  assess  the  customer's  environment,  pro¬ 
vide  written  recommendations,  and  then  certify 
the  environment  for  a  high-availability  mainte¬ 
nance  proposal.  To  complete  the  offering,  Fujitsu 
provides  premium  maintenance  services  with 
onsite  spares,  audits  change  control  procedures, 
and  commits  to  performance  metrics  and  penal¬ 
ties  for  missing  service  levels.  As  part  of  this  serv¬ 
ice  delivery,  Fujitsu  reviews  and  authorizes 
changes  in  the  environment  in  order  to  main¬ 
tain  infrastructure  integrity.  Periodic  audits  of 
the  high-availability  environment  are  included 
for  ongoing  reliability. 
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Fujitsu  offers  service  suites  built  around  oper¬ 
ational  excellence  and  ROI.  Among  them  are 
cluster  implementation  services,  performance 
and  turning  services,  and  capacity  planning.  By 
providing  a  wide  range  of  services  designed  to 
reduce  complexity  in  the  data  center  and  opti¬ 
mize  performance,  Fujitsu  can  help  IT  profes¬ 
sionals  strengthen  the  value  offered  by  their 
companies'  internal  IT  resources. 

•  The  RapidINSTALL  Fujitsu  service  offering 
provides  fast  application  migrations  for  Solaris™ 
environments  minimizing  disruption  and  uncer¬ 
tainty.  Being  application-centric,  RapidINSTALL 
can  be  used  to  move  precious  data  resources  to 
new  hardware,  as  well  as  used  to  upgrade  an  oper¬ 
ating  system,  or  implement  a  new  application 
software  release.  RapidINSTALL  can  enable  the 
installation  and  adoption  of  new  technology  plat¬ 
forms  providing  greater  operating  efficiencies. 

•  Services  such  as  cluster  assessment  and  imple¬ 
mentation  are  designed  to  support  the  deploy¬ 
ment  of  high-availability  systems.  The  PRIME- 
POWER™  Cluster  Implementation  Service  begins 
with  an  extensive  evaluation  of  the  current  state  of 
the  customer's  system  to  determine  its  readiness 
for  a  cluster  deployment.  This  analysis  generates  a 
recommended  cluster  design  calculated  to  meet 
the  customer's  requirements  for  capacity,  perform¬ 
ance,  serviceability  and  growth.  Professional 
Services  consultants  from  Fujitsu  work  closely  with 
their  customers'  staffs  to  analyze  system  configura¬ 
tions  and  utilization  statistics. 

•  Fujitsu  is  committed  to  implementing  other 
services  to  help  customers  continue  developing 
high-availability  environments.  Such  services 
include  remote  services,  legacy  migrations  and 
grid,  utility  and  on-demand  computing  services. 

SERVICE  CHALLENGE: 

MANAGING  A  LEGACY 

Typically,  IT  infrastructures  aren't  built  on  a 
single  vendor's  solutions.  Instead,  they  consist  of 
a  broad  range  of  technologies  built  up  gradually 
over  the  years.  That  means  most  large  enterprises 
must  now  effectively  manage  an  infrastructure 
consisting  of  a  multitude  of  environments,  ven¬ 
dors  and  systems. 

Fujitsu  has  been  offering  multilevel  cross¬ 
platform  service  and  support  to  data  centers  for 
more  than  three  decades.  As  a  result,  the  compa¬ 
ny's  technical  expertise  encompasses  the  plat¬ 
forms  used  in  most  enterprises.  That  history 


allows  Fujitsu  to  provide: 

•  Multi-vendor,  cross-platform  service  and 
support.  Fujitsu  has  been  offering  such  support 
to  data  centers  for  years,  extending  its  direct  sup¬ 
port  capabilities  to  a  variety  of  OEM  platforms 
such  as  Sun,  IBM  and  Hewlett-Packard.  Fujitsu 
field  engineers  not  only  provide  the  fundamen¬ 
tal  knowledge  required  to  support  the  OEM  plat¬ 
forms,  they  also  deliver  innovative  support 
options  and  OEM  spares. 

•  A  single  point  of  contact  and  accountabil¬ 
ity,  offering  support  that  gives  service  to  the  data 
center  as  an  entity.  This  reduces  the  complexity 
and  cost  of  support,  as  well  as  streamlining  oper¬ 
ations,  offering  a  simplified  service  structure  that 
offers  greater  business  value.  "Customers  really 
don't  want  to  have  the  hassle  of  having  to  juggle 
the  complexity  of  multiple  contracts  and  service 
level  agreements,"  Klenner  explains. 

•  A  variety  of  support  types  and  levels,  from 
24/7  onsite  assistance  to  phone  and  Web-based 
help.  In  addition,  the  company  can  create  cus¬ 
tom-service  packages  tailored  to  customers'  spe¬ 
cific  needs,  meaning  clients  don't  have  to  choose 
from  a  rigid  list  of  service  packages,  Klenner  says. 
"If  customers  say  they  need  to  cover  their  equip¬ 
ment  24  hours  a  day,  7  days  a  week,  onsite,  with 
a  15-minute  response  time  and  committed 
restore  times,  we  can  do  that." 

SERVICE  CHALLENGE: 

ENTERPRISE  SERVER  SUPPORT 

Fujitsu  excels  at  meeting  business  needs  with 
technology  expertise  and  best  practice  method¬ 
ologies.  The  company's  mission-critical,  ITIF- 
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compliant  infrastructure  services  are  also 
ISO  9001-  and  Microsoft-certified.  The 
Fujitsu  core  competencies  in  world-class 
service  encompass  the  entire  enterprise, 
including  servers  and  legacy  systems, 
and  customers  can  select  the  type  and 
level  of  support  that  best  fits  their  needs. 

•  Basic  Service  provides  onsite,  Web 
and  telephone  support;  for  an  additional 
fee,  this  option  can  be  enhanced  with 
operational  service  options. 

•  Premium  and  Enhanced  Services 
support  the  operational  objectives  of  the 
most  demanding  and  mission-critical 

environments.  With  these  services,  customers 
are  linked  to  Fujitsu  24/7,  every  day  of  the  year. 
Onsite  response  times  of  two  or  four  hours  (for 
Premium  and  Enhanced  support,  respectively) 
are  available  in  many  major  metropolitan  areas, 
with  phone  support  available  24/7. 

•  Server  support  is  readily  available  in  all 
major  IT  centers  in  North  America  and  includes 
a  comprehensive  network  of  Fujitsu  parts  depots. 
Clients  can  choose  from  a  range  of  flexible  sup¬ 
port  hours  and  response  times,  and  phone  assis¬ 
tance  is  available  24/7. 

Fujitsu  Enterprise  Support  Services  include 
pre-installation  assessments,  installation  and 
product  configuration  services  and  hardware  and 
operating  system  support. 


Fujitsu  and  the  Fujitsu  logo  are 
registered  trademarks  of  Fujitsu 
Limited. TRIOLE  is  a  trademark  or 
registered  trademark  of  Fujitsu 
Limited.  PRIMEPOWER  is  a  trade¬ 
mark  or  registered  trademark  of 
Fujitsu  Limited  in  the  United 
States  and  other  countries.  All 
other  trademarks  mentioned 
herein  are  the  property  of  their 
respective  owners. 


SERVICE  CHALLENGE:  SERVING  A 
WORLDWIDE  MOBILE  WORKFORCE 

Today's  companies  no  longer  operate  within 
finite  boundaries.  Enterprises  span  the  globe  and 
workers  take  their  technology  along  wherever 
they  go.  Fujitsu  has  long  provided  leading  com¬ 
puting  products  to  organizations  that  depend  on 
mobility.  Fujitsu  value-added  solutions  offer  the 
industry's  most  complete  range  of  solutions 
designed  to  effortlessly  access  and  share  informa¬ 
tion  in  mobile  environments. 

Specifically,  Fujitsu  provides: 

•  Notebook  and  tablet  support  in  more 
than  130  countries.  Customizable  services 
range  from  depot-repair  programs  to  the 
Executive  Mobile  Service,  which  provides  onsite 
warranty  service  as  soon  as  the  next  business 
day.  Support  isn't  limited  to  major  metropolitan 
areas — Fujitsu  offers  coverage  in  every  zip  code 
within  the  contiguous  United  States. 

•  24/7  availability.  Help  is  always  there. 


Whether  they're  seeking  live  support  by  phone 
from  a  technician  or  via  the  Web,  mobile  work¬ 
ers  can  rely  on  Fujitsu  service  experts  to  answer 
questions  and  resolve  problems--not  just  any¬ 
where,  but  immediately,  anytime. 

•  Worldwide  standardization.  Through  its 
umbrella  of  companies  and  authorized  service 
providers,  Fujitsu  can  offer  service  that  meets  the 
same  standards  worldwide. 

•  Software  Image  Management  Service. 

Why  needlessly  burden  your  IT  staff  with  the 
tedious  task  of  copying  a  master  file  image  (MFI) 
to  all  of  your  new  systems?  When  you  use  the 
Fujitsu  Software  Image  Management  Service, 
your  busy  IT  staff  can  focus  on  more  important 
issues.  This  service  configures  your  systems  to 
"ready-to-go"  status  out  of  the  box,  allowing 
increased  productivity  while  augmenting  the 
return  on  your  hardware  investment.  Fujitsu  sys¬ 
tems  engineers  will  work  onsite  with  your  IT 
team  to  develop  a  customized  software  image 
based  on  your  unique  requirements.  Quality 
assurance  testing  on  the  software  image  either  at 
our  facilities  or  at  your  site  to  verify  the  image  is 
good  prior  to  volume  loading.  The  Fujitsu  facto¬ 
ry  will  load  all  units  with  your  final  "gold" 
image,  and  the  master  or  "gold"  image  can  be 
extended  to  units  requiring  services. 

QualityCare  Service.  The  Fujitsu  care  plan 
offers  an  end  to  end  unit  protection  plan,  includ¬ 
ing  problems  caused  by  accidental  damage. 

Deployment  Services.  Fujitsu  service  experts 
are  available  to  assist  in  deployment  and  train¬ 
ing  to  end  users,  including  end-user  data  migra¬ 
tion  from  old  systems  to  new  notebooks. 

As  the  world's  No.  3  provider  of  IT  services, 
Fujitsu  draws  on  more  than  30  years  of  experi¬ 
ence  providing  outstanding  service  and  support. 
Fujitsu  engineers  and  consultants  get  it  right;  the 
range  of  knowledge  across  multiple  platforms 
enables  clients  to  reduce  the  total  cost  of  owner¬ 
ship  in  their  IT  environment. 

Bottom  line:  Fujitsu  gets  IT.  ES 

For  more  information  about  Fujitsu  Computer  Systems 
and  its  line  of  products,  solutions  and  services,  go  to: 
http://us.fujitsu.com/computers 
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THE  POSSIBILITIES  ARE  INFINITE 


CALL  FOR  ENTRIES 


18  th  ANNUAL  AWARDS  COMPE  Til  TION 


We’re  looking 
for  winners. 


For  too  long  now,  the  name  of  the  game  has  been  survival.  Cut  your  budget. 
Slash  your  staff.  Do  more  with  less,  or  just  do  less.  Postpone  it,  reduce  it  or 
outsource  it.  Thinksmall. 


But  thinking  small  is  for  losers. 

This  year  we’re  celebrating  boldness. 

We’re  looking  for  organizations  and  leaders  playing  to  win,  not  just 
survive,  despite  business  conditions  that  continue  to  be  difficult 
and  restrictive. 

Boldness  requires  the  vision  to  see  where  your  business  could  go, 
where  IT  could  lead  it  and  then  investing— money,  time,  people  and 
brainpower— to  make  that  happen.  It  means  finding  new  ways  for  tech¬ 
nology  to  make  the  enterprise  more  profitable.  It  means  going  after 
new  customers,  in  new  markets,  with  IT  helping  to  create  new  products 
and  systems  in  that  pursuit.  Bold  companies  look  for  imaginative  ways 
to  organize  their  resources,  their  staff  and  their  governance  to  enhance 
their  future  competitiveness. 

Boldness  means  embracing  significant  risk  for  the  sake  of  great 
reward. 

If  you  can  show  measurable  results  of  how  IT  has  enabled  and  led  bold 
initiatives  in  your  organization,  then  our  readers— your  peers— want  to 
know  about  you. 


CIO  100  honorees  will  be 
honored  at  the  annual  CIO  100 
Symposium  &  Awards  Cere¬ 
mony  Aug.  21-23,  2005,  at  the 
Hotel  del  Coronado,  California. 
Honorees— and  their  bold 
ideas— will  also  be  featured  in 
the  Aug.  15.  2005,  issue  of  CIO. 

Learn  more  about  the  CIO  100 
and  get  an  application  on  our 
website.  Applications  available 
online  at  www.CIO.com/ciolOO, 


Presented  by 

oo 


The  Resource  for 
Information  Executives 


Be  recognized  as  one  of  the  Bold  100. 

Apply  now  for  the  18th  Annual  CIO  100  Awards. 


GRAND  WINNER 


The  state  of  Pennsylvania  has  improved  the  lives  of 
citizens  with  disabilities,  installing  a  sophisticated 
information  system  that  tracks  clients  and  the  services 
they  receive 


UPGRADING  LIVES 


|  ENTERPRISE  VALUE  AWARDS  §f  PENNSYLVANIA  DEPARTMENT  OF  PUBLIC  WELFARE  §  BY  MERIDITH  LEVINSON 


VALUE  PROPOSITION: 

System  transformed  client  management, 
leading  to  better  quality  of  life 


WHEN  CHRISTINE  BUTCHKO  BEGAN  WORKING  AS  A 

case  manager  for  a  nonprofit  mental  health  organization 
in  central  Pennsylvania,  she  had  40  mentally  retarded 
individuals  in  her  caseload  and  no  systematic  way  to 
keep  track  of  them.  Each  time  she  visited  one  of  her 
charges,  Butchko  had  to  fill  out  forms  by  hand,  detailing 
whether  this  person  was  receiving  the  services  he 
needed  or  whether  there  was  any  change  in  the  med¬ 
ications  he  took.  Carbon  copies  were  stashed  in  a  metal 
filing  cabinet  in  another  part  of  the  Dauphin  County 
office  where  they  might  go  untouched  for  months. 

If  a  form  was  inadvertently  stuck  in  the  wrong  file,  it  would  be  lost  forever. 
Because  Butchko  (along  with  most  of  the  case  managers  who  are  contracted 
by  the  state’s  Office  of  Mental  Retardation,  OMR)  did  not  have  easy  access  to 
files,  tracking  clients’  progress  was  difficult,  and  identifying  patterns  of 
abuse,  neglect  and  illness  was  all  but  impossible. 

And  indeed,  when  the  Pennsylvania  auditor  general’s  office  investigated 
allegations  of  abuse  in  1999,  it  uncovered  substandard  care  in  a  number  of 
group  homes  for  people  with  mental  retardation,  including  some  unexpected 
deaths,  the  unnecessary  use  of  restraints,  workers  with  criminal  back¬ 
grounds,  and  generally  unsanitary  and  unsafe  conditions.  Local  news  media 
jumped  on  the  story. 

The  state’s  mental  retardation  system  has  come  a  long  way  since  then. 
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group  home  he  lives  in 
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Pennsylvania  Public  Welfare 


Pennsylvania’s  new  information  management  system  “puts  in  place  a  whole  new  level 
of  accountabi  lity  for  dolla  rs  and  for  outcomes. " 

-Steve  Eidelman,  executive  director  of  The  Arc,  an  advocacy  organization  for  people  with  mental  retardation 


Today,  Butchko  has  a  PC  on  her  desk,  which 
she  uses  to  enter  her  case  notes  into  the 
Pennsylvania  Department  of  Public  Wel¬ 
fare’s  Home  and  Community  Services 
Information  System  (HCSIS,  pronounced 
hick-sys).  HCSIS  is  a  Web-based  client 
information  management  system  that  inte¬ 
grates  with  the  claims  processing  system  for 
the  entire  public  welfare  department  and 
tracks  individuals  in  its  care.  The  system 
helps  Butchko  and  other  case  managers 
stay  on  top  of  their  cases  and  more  easily 
assess  the  progress  of  their  charges.  In 
addition,  all  service  providers  are  linked  to 
the  system  in  order  to  register  incidents 
such  as  medication  errors,  emergency  room 
visits,  deaths,  illnesses  and  abuse.  And  con¬ 
sumers  use  HCSIS’s  Web-based  directory 
to  apply  for  services  online  and  to  choose 
providers  that  offer  the  specialized  thera¬ 
pies,  transportation,  respite  care,  family 
support,  day  programs  and  job  training 
they  need. 

Because  of  this  new  system,  the  state  now 
knows  who’s  enrolled  in  the  system,  what 
services  they’re  getting  and  what  it  all  costs. 
Pennsylvania’s  Department  of  Public  Wel¬ 
fare  (DPW)  has  been  able  to  analyze  inci¬ 
dents  such  as  medication  errors,  illness, 
death,  emergency  room  visits  and  abuse,  and 
take  measures  to  prevent  them.  And  indeed, 


CRITICAL  SUCCESS  FACTORS 


»  Involve  a  variety  of  stakeholders  in  the 
design  and  development  of  the  system 
and  maintain  their  engagement  in  the 
project. 

»  Use  a  phased  implementation  strategy 
to  keep  deployment  manageable  and 
achieve  the  quick  wins  needed  to  keep 
skeptics  at  the  table. 

>>  Win  the  cooperation  of  recalcitrant  busi¬ 
ness  partners  by  showing  them  what  the 
system  could  do  for  them. 


since  2002,  the  number  of  such  incidents  in 
the  state  system  has  decreased  by  36  percent, 
and  the  use  of  restraints  has  plummeted  by 
74  percent.  HCSIS  has  also  helped  the  state  to 
reduce  costs,  and  it  has  improved  produc¬ 
tivity.  The  state  has  saved  $54  million  by 
building  a  single  system  that  all  46  county 
mental  retardation  programs  can  use. 

Pennsylvania’s  DPW  is  now  a  role  model 
for  other  states  looking  to  transform  their 
public  welfare  systems.  Massachusetts  and 
Delaware  are  building  similar  systems 
using  Pennsylvania’s  source  code,  and  17 
other  states  have  expressed  interest  in 
using  the  system.  Steve  Eidelman,  execu¬ 
tive  director  of  The  Arc,  a  nonprofit  advo¬ 
cacy  organization  for  people  with  mental 
retardation,  says  no  other  state  has  an 
information  system  as  comprehensive  as 
Pennsylvania’s. 

“Most  states  can’t  tell  you  who’s  getting 
what  [services],  who  needs  what,  what  it 
costs,  whether  it’s  working,”  Eidelman  says. 
HCSIS  “puts  in  place  a  whole  new  level  of 
accountability  for  dollars  and  for  outcomes. 
It  allows  people  in  government  and  in  the 
advocacy  community  to  make  statements 
about  what’s  going  on  in  a  way  we’ve  never 
been  able  to  do  before.” 

Pennsylvania’s  system  was  honored  with 
CIO’ s  Grand  Enterprise  Value  Award  this 
year  because  it  has  made  a  major  difference 
in  quality  of  life  for  people  with  mental 
retardation.  “DPW  has  taken  a  huge  risk  in 
the  way  they’re  organized  and  operate,”  says 
Gregor  Bailar,  CIO  of  Capital  One  and  an 
Enterprise  Value  Awards  judge.  “They’re 
focusing  on  people  having  a  better  life  rather 
than  just  moving  them  through  the  system.” 

A  System  in  Crisis 

HCSIS  was  hardly  a  quick  or  painless 
achievement.  It  was  in  the  disastrous  after- 
math  of  deinstitutionalization  that  Pennsyl¬ 
vania  state  officials  realized  they  would  have 
to  overhaul  the  way  they  cared  for  mentally 
disadvantaged  citizens.  The  nationwide 


push  in  the  1980s  to  shut  down  state-run 
mental  health  and  mental  retardation  facil¬ 
ities  and  integrate  former  residents  into  the 
community  had  two  motivations:  cutting 
cost  and  improving  patient  care.  But  many 
states,  including  Pennsylvania,  developed 
community  programs  without  giving  much 
thought  to  infrastructure,  enrollment  prac¬ 
tices,  eligibility  or  any  kind  of  quality  man¬ 
agement.  They  were  unprepared  for  the 
number  of  people  who  needed  social  serv¬ 
ices  and  housing.  Because  states  lacked 
social  workers,  programs  and  funding, 
many  mentally  retarded  and  mentally  ill 
patients  didn’t  get  the  services  they  needed 
and  ended  up  homeless. 

For  those  citizens  who  were  in  group 
homes,  the  situation  wasn’t  much  better.  As 
the  1999  audit  illustrated,  there  were  numer¬ 
ous  instances  of  abuse  and  neglect.  Not  sur¬ 
prisingly,  a  federal  Centers  for  Medicaid  and 
Medicare  Services  (CMS)  audit  revealed  that 
the  public  welfare  department  lacked  stan¬ 
dard  management  practices  and  monitoring 
procedures.  It  also  found  that  DPW  didn’t 
give  its  developmentally  disabled  consumers 
enough  choice  regarding  their  care.  Individ¬ 
uals  and  their  families  had  little  say  in  what 
services  they  received  and  no  say  in  selecting 
a  provider.  They  received  services  based  on 
which  providers  had  space  available,  says 
Patty  McCool,  program  manager  for  the 
Office  of  Mental  Retardation’s  central  Penn¬ 
sylvania  region.  The  federal  audit  concluded 
that  OMR  needed  to  do  more  to  support  self- 
determination  among  its  clients,  enabling 
them  to  live  more  independently. 

CMS’s  conclusions  didn’t  come  as  a  com¬ 
plete  shock.  Two  years  prior,  OMR  and 
about  70  of  its  stakeholders  (individuals, 
families,  case  managers,  county  mental 
retardation  office  employees,  provider  agen¬ 
cies  and  advocates)  had  embarked  on  devel¬ 
oping  a  plan  to  improve  the  quality  of  care 
provided  to  people  with  mental  retardation 
and  to  give  them  and  their  families  more 
control  over  the  services  available  to  them. 
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TEN  MOVES  AHEAD 


1 .  LINUX  AND  SOLARIS™  OS 
APPLICATIONS  RUN  SIDE-BY-SIDE 

2.  CHOICE  OF  SYSTEMS  - 
SPARC®,  AMD  OPTERON™,  INTEL 

3.  RUNS  ON  OVER  250  SYSTEMS  FROM 
OTHER  MANUFACTURERS 

4.  APPLICATIONS  RUN  UP  TO  30  TIMES  FASTER 

5.  MILITARY-GRADE  SECURITY, 

VIRUS-FREE  FOR  THE  LAST  20  YEARS 

6.  GUARANTEED  COMPATIBILITY* 

GUARANTEED  INDEMNITY 

7.  UP  TO  80%  SYSTEM  UTILIZATION 
(NO  MAINFRAME  REQUIRED) 


8.  SYSTEMS  AND  DATA  FIX  THEMSELVES 

9.  REVOLUTIONARY  NEW  FAILSAFE  FILE 
SYSTEM  FOR  DATA  PROTECTION 

10.  SCALES  FROM  1-WAY  TO  100-WAY 


microsystems 

The  Network  is  the  Computer ~ 


MOVE  AHEAD  TODAY  AT 
SUN.COM/SOLARIS10 


O  2004  SUN  MICROSYSTEMS.  INC.  ALL  RIGHTS  RESERVED.  SUN.  SUN  MICROSYSTEMS.  THE  SUN  LOGO,  SOLARIS  AND  THE  NETWORK  IS  THE  COMPUTER  ARE  TRADEMARKS  OR  REGISTERED  TRADEMARKS  OF  SUN  MICROSYSTEMS,  INC.  IN  THE  UNITED  STATES  AND  OTHER  COUNTRIES.  ALL  SPARC  TRADEMARKS 
ARE  USED  UNDER  LICENSE  AND  ARE  TRADEMARKS  OR  REGISTERED  TRADEMARKS  OF  SPARC  INTERNATIONAL.  INC  IN  THE  UNITED  STATES  AND  OTHER  COUNTRIES 
'  SEE  SOLARIS  APPLICATION  GUARANTEE  PROGRAM  FOR  MORE  DETAILS 


GRAND  WINNER 
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OMR  officials  realized  that  the  key  to 
accomplishing  this  plan  was  to  provide  eas¬ 
ily  accessible  data  about  the  services  it  and 
its  contractors  provided,  and  about  the  indi¬ 
viduals  enrolled  in  the  state  mental  retar¬ 
dation  system. 

The  problem  was  they  didn’t  have  it. 

Once  a  year,  OMR  collected  information 
from  its  46  county  mental  health  and  men¬ 
tal  retardation  programs  across  the  state. 
The  data  was  filtered  into  a  hodgepodge  of 
databases  that  didn’t  connect  well  and 
“didn’t  collectively  produce  the  kind  of  infor¬ 
mation  that  was  necessary  to  manage  what 
was  then  a  $1  billion  program,”  says  Gary 
Rossman,  director  of  OMR’s  office  of  infor¬ 
mation  management  and  project  manager 
for  HCSIS. 

OMR  realized  it  needed  to  build  an  inte¬ 
grated  data  collection  system  for  this  pur¬ 
pose.  But  first  the  agency  had  to  figure  out 
how  to  give  individuals  and  families  greater 
say  in  the  care  they  received.  So  OMR  offi¬ 
cials  embarked  on  a  series  of  regional 
forums  to  get  feedback  from  the  clients 
themselves  and  their  families  and  advo¬ 
cates.  From  these  forums,  OMR  learned  that 
it  had  to  fundamentally  change  the  way  it 
operated.  For  instance,  family  members  of 
citizens  with  mental  retardation  com¬ 
plained  about  OMR’s  inconvenient  Mon- 
day-Friday,  8:30  a.m.  to  5  p.m.  office  hours. 
If  they  wanted  to  get  job  training  for  a  rela¬ 
tive,  they  had  to  leave  their  jobs  to  go  to  the 
OMR  office  to  fill  out  an  application.  They 
also  complained  about  the  long  waiting  lists 
for  services.  In  addition,  clients  and  family 
members  were  tired  of  case  managers  and 
providers  who  focused  on  their— or  their 
relatives’— deficiencies  rather  than  their 
needs  and  desires. 

These  regional  forums  set  the  stage  for  a 
nine-month  review  of  OMR’s  business 
processes,  during  which  everything  from 
registration  and  enrollment  practices  to 
billing  for  services  was  evaluated.  With  the 
requirements  for  its  new  business  processes 
in  hand,  in  September  1999,  OMR  officials 
approached  the  budget  office  of  Gov.  Tom 
Ridge  with  a  proposal  for  funding  an  enter¬ 
prisewide  information  system.  They  won 
approval  from  the  budget  office  to  begin 
development  of  the  system  at  an  estimated 
cost  of  between  $35  million  and  $40  million. 


(The  total  cost  of  the  system  since  1999  has 
been  $50  million.) 

A  Star  Is  Born 

OMR  originally  intended  just  to  develop  the 
functional  and  technical  requirements  for  a 
system  that  it  would  turn  over  to  the  46 
counties  to  build.  The  counties  initially 
favored  the  decentralized  approach,  but  as 
they  realized  the  scope  of  the  information 
system,  their  tone  changed.  Early  in  2000, 


Gary  Rossman,  director  of  OMR's  office 
of  information  management,  oversaw  the 
installation  of  the  new  data  collection  system 
that  tracks  all  the  home-  and  community- 
based  services  offered  to  80,000  clients  of 
the  Pennsylvania  Department  of  Welfare. 


>  With  Sprint,  The  PGA  is  beautiful. 


W  ^ 

..  ~  \ 

£1 

IS 

No  one  gets  more  work  done  on  a  golf  course  than  The  PGA  of  America.  Which  is  why  The 
PGA  turns  to  Sprint  for  a  customized  network  to  help  seamlessly  connect  the  course  to  the 
rest  of  the  world.  The  Sprint  solution  is  a  fully  integrated  wireless  and  wireline  network  that 
enables  the  media  to  send  large  digital  files  quickly  and  keeps  business  professionals  connected 
to  their  offices  -  at  broadband  speeds.  All  this  and  Sprint  reduced  The  PGA's  network  setup 
costs  by  33%.  Conducting  business  as  usual  while  on  a  golf  course  -  now  that’s  beautiful. 
With  Sprint,  business  is  beautiful.SM 

>  Visit  Sprint.com/beautiful  for  case  studies  or  call  877-777-5568  >  Wireless.  Data.  Voice.  IP 


©2005  Sprint.  All  rights  reserved.  Sprint  and  the  diamond  logo  are  trademarks  of  Sprint  Communications  Company  L.P. 


Pennsylvania  Public  Welfare 


they  no  longer  wanted  to  build  their  own 
systems  because  they  didn’t  have  the  neces¬ 
sary  staff  or  the  money,  says  Rossman. 

In  the  spring  of 2000,  OMR  began  devel¬ 
oping  a  proof-of-concept  for  a  centralized, 
Web-based,  customer-centric  information 
system.  Shortly  thereafter,  DPW  officials 
decided  that  the  system  OMR  was  develop¬ 
ing  for  itself  should  be  made  into  an  enter¬ 
prisewide  system  that  would  serve  as  the 
data  collection  system  for  all  of  the  home- 
and  community-based  services  throughout 
DPW.  The  office  decided  to  build  the  sys¬ 
tem  from  scratch  because  no  vendor  pro¬ 
vided  a  solution  comprehensive  enough  for 
its  needs.  Thus,  HCSIS  was  born.  During 
the  next  budget  cycle,  DPW  returned  to  the 
governor’s  budget  office  to  ask  for  more 
money  since  the  scope  of  the  project  had 
expanded.  They  got  it. 


tern’s  four  modules.  The  modules  include 
quality  management,  which  included  an 
electronic  customer  satisfaction  survey  and 
health  risk  profiles  for  individuals  enrolled 
in  the  state  mental  retardation  system;  sup¬ 
ports  coordination,  which  contains  the 
online  services  and  support  directory,  and 
individual  service  plans  maintained  by  case 
managers;  financials,  which  handles  budg¬ 
eting  and  allocating  funds  to  counties,  serv¬ 
ice  utilization  and  claims  processing;  and 
executive  reporting,  which  aggregates  data 
and  produces  detailed  reports  on  the  11  state 
and  federal  programs  supported  by  HCSIS. 

The  project  team  deployed  one  module  at 
a  time,  starting  with  quality  management. 
First  they  rolled  out  the  customer  satisfac¬ 
tion  surveys,  then  the  incident  management 
system  and  finally  the  health  risk  profiles. 
They  piloted  a  component  of  the  module 


rolled  it  out  to  the  rest  of  the  state. 

When  the  supports  coordination  module 
went  live  to  1,500  supports  coordinators  in 
January  2003,  the  counties  celebrated  the 
accomplishment  with  informal  office  par¬ 
ties.  OMR  Program  Manager  McCool  baked 
cookies  and  cakes,  and  gave  out  pens  with 
light-up  smiley  faces  on  the  caps.  Ever 
appropriate,  IT  handed  out  magnets  with 
the  HCSIS  help  desk  number. 

The  Results  Roll  In 

Once  these  two  modules  were  in  place,  OMR 
officials  could  suddenly  see  patterns  in  the 
care  being  provided  to  their  clients.  Before 
HCSIS,  there  was  no  easy  way  to  monitor 
incidents.  Reviewing  100  incident  reports, 
categorizing  the  incidents  and  entering  the 
information  into  a  spreadsheet  for  analysis 
could  take  three  days,  says  McCool. 


The  Pennsylvania  Department  of  Public  Welfare  is  “focusing  on  people  having 
a  better  life  rather  than  just  moving  them  through  the  system.” 

-Gregor  Bailar,  CIO  of  Capital  One  and  an  Enterprise  Value  Awards  judge 


From  the  beginning,  the  governance 
team— which  included  DPW  Secretary 
Feather  Houston,  then  OMR  Deputy  Sec¬ 
retary  Nancy  Thaler,  then  DPW  CIO 
Charles  Gerhards,  Rossman  and  the  project 
team— met  frequently  to  oversee  and  coor¬ 
dinate  the  development  of  the  ambitious 
project.  In  the  process,  they  identified 
applications  and  systems  in  other  areas  of 
DPW,  such  as  the  Medicaid  claims  pro¬ 
cessing  system  and  an  online  application 
for  services,  that  the  project  team  could 
leverage  to  build  functionality  into  the  sys¬ 
tem.  Instead  of  having  to  build  similar 
applications  from  scratch,  the  project  team 
built  interfaces  between  HCSIS  and  those 
systems  so  that  the  new  system  could  work 
with  them  seamlessly. 

Rossman  says  the  governance  team’s  over¬ 
sight  was  invaluable  in  preventing  the  project 
team  from  duplicating  effort  and  spending 
money  unnecessarily.  To  get  such  a  complex 
system  in  place,  the  100-person  project 
team,  led  by  Rossman,  developed  a  phased 
implementation  strategy  for  each  of  the  sys- 
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within  a  handful  of  counties,  took  each  com¬ 
ponent  offline  after  each  pilot  to  incorporate 
feedback  from  users,  and  did  further  testing 
until  they  finally  rolled  out  each  component 
statewide.  This  implementation  strategy 
was  designed  to  convince  the  remaining 
skeptics  in  the  governor’s  budget  office  that 
the  new  system  wasn’t  going  to  be  a  boon¬ 
doggle.  Rossman  says  the  phased  imple¬ 
mentation  strategy  enabled  the  project  team 
to  stay  on  top  of  a  deployment  that  affected 
80,000  citizens  and  46  counties. 

Once  the  quality  management  module 
was  implemented  in  February  2002,  the 
project  team  proceeded  to  install  the  sup¬ 
ports  coordination  module— the  system 
that  has  made  life  so  much  easier  for  case 
manager  Butchko.  The  team  piloted  the 
supports  coordination  module  for  three 
months  in  four  counties.  They  made 
changes  to  the  system  (such  as  killing  bugs, 
expanding  the  size  of  comment  fields  on 
monitoring  forms  and  service  plans,  chang¬ 
ing  workflows,  and  relaxing  some  of  the 
controls  for  changing  eligibility  dates),  then 


When  the  system  first  started  producing 
satisfaction  surveys  and  quality  reports, 
OMR  noticed  unusually  high  numbers  of 
medication  errors  and  alerted  the  counties. 
“One  county  worked  with  its  providers  to 
set  up  a  different  method  for  getting  med¬ 
ication  from  local  pharmacies  so  that  they 
wouldn’t  run  out  of  medication  and  people 
wouldn’t  miss  doses,”  says  McCool. 

Since  2002,  the  total  number  of  abuse  or 
neglect  incidents  has  decreased  by  36  per¬ 
cent.  And  the  use  of  restraints  is  down  by 
74  percent.  One  of  HCSIS’s  first  quality 
management  reports  also  revealed  that 
individuals  with  mental  retardation  didn’t 
have  much  say  in  where  they  wanted  to  live. 
Armed  with  this  information,  DPW  offi¬ 
cials  encouraged  case  managers,  service 
providers  and  families  to  be  more  aware  of 
the  need  to  empower  developmentally  dis¬ 
abled  citizens  to  make  their  own  life 
choices.  The  number  of  individuals  choos¬ 
ing  where  they  want  to  live  has  shot  up 
30  percent  since  the  system  was  deployed. 
The  number  of  individuals  with  keys  to 
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their  own  homes  increased  by  7  percent 
from  2001. 

HCSIS  provides  DPW  officials  with  the 
data  they  need  to  hold  providers  account¬ 
able  for  preserving  the  dignity  and  rights 
of  individuals  with  mental  retardation. 
When  DPW  officials  identify  a  trend,  such 
as  the  high  percentage  of  group  home  resi¬ 
dents  who  reported  that  group  home  staff 
entered  their  rooms  without  first  knocking, 
they  bring  it  to  providers’  attention  and 
measure  providers  against  their  ability  to 
correct  it.  Since  DPW  published  that  stat 


about  bedroom  privacy,  group  home  staff 
now  knock  on  a  resident’s  bedroom  door 
and  wait  for  a  response  before  walking  in 
70  percent  of  the  time,  according  to  a  recent 
satisfaction  survey. 

While  pieces  of  both  the  financial  and 
executive  reporting  modules  are  in  place, 
DPW  continues  to  tweak  them.  Rossman 
says  a  dashboard  for  monitoring  claims  pro¬ 
cessing  was  added  to  the  executive  report¬ 
ing  module  in  2004.  And  the  financial 
module  continues  to  undergo  changes  as 
the  DPW  shifts  from  a  provider-focused  to 


How  to  Market  Change 

Pennsylvania  state  officials  sold  provider  agencies  on  the 
new  system,  emphasizing  how  it  could  help  them  market 
their  services 

Of  all  the  stakeholders  involved  in  the  design  of  the  Pennsylvania  Department  of  Pub¬ 
lic  Welfare’s  Home  and  Community  Services  Information  System  (HCSIS),  the  group 
most  threatened  by  the  new  system  were  the  provider  agencies.  After  all,  they  had  the 
least  to  gain  from  the  changes  and  the  most  (in  terms  of  revenue  and  autonomy)  to 
lose.  In  fact,  during  one  of  the  regional  forums,  a  representative  from  one  of  the  agen¬ 
cies  that  provides  services  to  people  with  disabilities  announced,  “If  we  collect  this 
information,  we  will  be  forced  to  do  something  about  it.  I  recommend  we  not  do  it." 

But  these  agencies  were  no  longer  the  center  of  the  state  agency's  universe. 

Giving  mentally  retarded  individuals  and  their  families  more  choice  in  what 
providers  they  use  meant  that  the  agencies  suddenly  had  to  compete  with  others 
for  business.  And  since  they  were  now  being  paid  on  a  per  unit  basis  for  services 
they  provided,  smaller  agencies  were  worried  that  the  larger  ones  would  eat  them 
for  lunch,  says  Gary  Rossman,  project  manager  for  HCSIS. 

Yet  the  Department  of  Public  Welfare  (DPW)  had  to  be  careful  not  to  alienate 
the  providers  because  it  and  its  constituents  depended  on  their  services.  To  make 
HCSIS  more  palatable,  Rossman  says  the  agency  showed  providers  how  they 
could  use  HCSIS  to  market  themselves.  Registering  with  the  Web-based  system 
gave  providers  the  opportunity  to  broadcast  the  services  they  offered,  the  cost  of 
those  services,  the  counties  they  served  and  the  ratio  of  staff  to  individuals  at 
their  facilities. 

After  all,  it  was  in  the  best  interest  of  DPW’s  constituents  to  have  as  many 
providers  as  possible  linked  to  the  system. 

Patty  McCool,  program  manager  for  the  Pennsylvania  Office  of  Mental 
Retardation’s  central  region,  says  these  agencies  are  slowly  but  surely  adjusting  to 
the  changes  and  becoming  more  innovative.  In  Cumberland  County,  for  instance, 
parents  of  mentally  retarded  children  got  together  with  providers  and  told  them 
they  wanted  different  daytime  activities  for  their  children.  Two  providers  put  their 
heads  together  and  created  some  new  day  services. 

“That  never  would  have  happened  before,"  McCool  says.  “Before,  the  providers' 
attitude  was,  These  are  the  slots  we  have.  Take  it  or  leave  it."  -M.L. 


customer-centric  organization.  Currently, 
for  instance,  the  state  is  piloting  a  new 
model  for  disbursing  Medicaid  funds.  His¬ 
torically,  the  state  disbursed  those  funds  to 
each  of  its  46  counties,  which  then  con¬ 
tracted  with  agencies  to  provide  services 
such  as  job  training,  day  programs  and  a 
range  of  therapies.  Counties  would  give  the 
agencies  a  lump  sum,  say  $100,000, 
according  to  what  it  cost  them  to  provide 
services.  And  with  that  money,  the  agency 
had  to  serve,  say,  100  people  in  1,000  days. 
If  the  provider  didn’t  serve  all  100  people, 
they’d  still  keep  whatever  cash  remained, 
McCool  says,  because  it  went  toward  their 
operations.  With  the  new  model,  counties 
will  pay  agencies  only  for  the  units  of  serv¬ 
ice  they  provide,  whether  those  units  be  per 
hour  or  per  day. 

In  the  meantime,  the  financial  module  is 
helping  to  curb  tens  of  thousands  of  hours 
of  manual  labor  by  automating  the  process 
for  verifying  claims  statewide.  Providers 
now  send  their  bills  for  service  to  their 
counties  electronically  through  the  Medi¬ 
caid  billing  system.  The  billing  system 
interfaces  with  the  new  system,  where  it 
checks  the  individual  support  plan  to  make 
sure  that  the  services  being  billed  were 
authorized  and  that  the  provider  is  billing 
at  the  correct  rate.  The  authorization  is  then 
electronically  sent  to  the  county,  which 
pays  the  provider.  “In  the  past,”  says 
McCool,  “the  provider  would  send  its  bill  to 
the  county,  and  the  county  would  have  to 
check  to  make  sure  services  were  author¬ 
ized  manually.”  A  process  that  used  to  take 
weeks  now  takes  seconds. 

When  the  financial  and  executive  report¬ 
ing  modules  are  fully  implemented,  coun¬ 
ties  should  be  better  able  to  whittle  down 
their  waiting  lists  for  services  because 
HCSIS  will  tell  them  who’s  waiting  for  what. 
Counties  can  then  work  with  provider  agen¬ 
cies  to  obtain  the  needed  services. 

“If  we’re  ever  going  to  switch  from  pro¬ 
vider-driven  ways  of  doing  things  to  serv¬ 
ices  being  defined  by  the  people  who  need 
them,  we  need  data,”  says  Arc’s  Eidelman. 
Pennsylvania  is  living  proof  that  data  really 
can  make  a  difference  in  people’s  lives.  BE] 

Senior  Writer  Meridith  Levinson  can  be  reached  at 
mlevinson@cio.com. 
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security  executives  are  required 
difficult  and  constant  balancing  acts 
teen  the  art  and  science  of  security, 
continuously  weighed  against  the  needs  of 
the  business.  Getting  the  “science”  part  of  the 
equation  right  is  the  easier  part.  The  technologies 
are  known  entities,  and  better  ones  continue  to 
evolve.  There  are  quantitative  measurements 
around  such  issues  as  intrusion  detection,  foren¬ 
sics  and  regulatory  compliance,  along  with  more 
mature  attempts  to  quantify  the  ROI  of  security. 


It's  the  “art”  of  security  that’s  the  harder  part— the 
art  of  diplomacy,  of  persuasion,  of  getting  into  and 
understanding  other  mindsets.  It’s  everything 
from  establishing  security  procedures  everyone 
will  actually  follow  to  fostering  positive  relations 
with  senior  executives  and  the  board  of  directors. 
It’s  getting  the  staff  to  think  like  a  hacker  or 
terrorist  to  get  ahead  of  potential  threats. 
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We’ll  examine  this  complex  balancing  act  by  looking  at  what  the  top 
practitioners  are  thinking  and  doing,  and  by  listening  to  what  leading 
security  and  privacy  experts  think  will  affect  the  landscape  of  the  future. 


Governance  and  Convergence: 
Getting  It  Right 

The  convergence  of  physical  and  informa¬ 
tion  security,  if  effectively  governed  within 
an  organization,  assigns  accountability  for 
security  strategy  and  business  plan  cre¬ 
ation  at  the  highest  levels.  It  can  enable 
company  leadership  to  identify,  prioritize 
and  balance  security  issues  and  needs  of 
the  business  through  a  more  comprehen¬ 
sive  approach. 

Enterprise  Risk  Management: 

A  Matter  of  Focus 

Looking  at  and  balancing  risk  on  an  enter¬ 
prise  level  is  the  only  effective  way  to  man¬ 
age  a  corporation  in  our  very  complex 
world.  Explore  how  enterprise  risk  man¬ 
agement  can  give  a  single  view  of  all  types 
of  risks,  and  an  executive-level  manage¬ 
ment  strategy  to  deal  with  them. 

Security  as  a  Business  Enabler 

Perhaps  the  hardest  part  of  security  is  to 
cost  justify  it  and  show  its  value  to  the 
business.  It’s  like  buying  an  insurance  pol¬ 
icy— no  one  really  wants  to  spend  the 
money.  What  if  you  could  prove  that  secu¬ 
rity  really  can  add  value? 

What’s  Privacy  Got  to  Do 
With  It? 

The  importance  of  balancing  privacy  and 
security  in  a  digital  age  is  only  overshad¬ 
owed  by  the  perceived  difficulty  of  actually 
doing  it.  The  current  economic,  legal,  and 
regulatory  challenges  after  9/11  have 
made  it  all  the  more  important  to  ensure 
the  adoption  of  good  laws  and  technolo¬ 
gies  that  protect  privacy  and  security  at 
the  same  time.  We  provide  a  roadmap. 

The  Cost  of  Compliance  vs. 
the  Cost  of  Non-Compliance 

Some  pundits  say  security  on  the  way  to 
becoming  a  fully-regulated  industry,  what 
with  an  increasing  number  of  officia  direc¬ 
tives  from  legislative  bodies,  regulatory 
agencies  and  industry  consortia  around 
the  world.  Toss  in  partially  overlapping 
orcompletely  diverse  requirements  from 
different  agencies  and  you’re  guaranteed 


that  compliance  will  be  that  much  more 
difficult— and  very,  very  expensive.  In  this 
session,  we  look  at  the  potential  costs  of 
compliance,  weighed  against  the  risks  of 
non-compliance.  What  can  CSOs  do  to 
understand  the  “dollars  and  sense”  of  it 
all,  and  to  prioritize  your  organization’s 
compliance  list? 

Fear  Factor:  Information  Sharing 

In  spite  of  the  number  and  variety  of 
existing  mechanisms  designed  to  enable 
real  information  sharing  among  both 
public  and  private  sector  organizations, 
many  folks  in  the  security  business  say 
they  just  don't  work.  The  reason:  no 
one’s  really  willing  (or  able,  if  corporate 
legal  counsel  has  their  say)  to  share. 

Yet,  if  no  one  admits  to  vulnerabilities, 
everybody  suffers.  Is  there  a  way  to 
overcome  the  fear  factor  here  and 
make  information  sharing  viable? 

Strategic  Planning:  Developing 
the  Plan  That  Works  for  You 

Developing  a  sound  strategic  security 
plan  will  provide  you  with  the  means 
to  gain  management  concurrence, 
stakeholder  buy-in,  and  team  member 
direction.  How  do  you  strategically 
approach  security?  Do  you  view  it  as 
a  return  on  investment,  from  a  risk 
management  perspective,  or  by  just 
playing  upon  emotions?  This  session 
shows  how  one  organization  developed 
its  security  strategy  from  beginning  to 
end— and  the  measurements  used  to 
determine  its  success.  Knowing  the 
“how”  in  delivering  security  is  just  as 
important  as  the  “what"  you  are 
providing  to  your  organization. 

Plus  More  Peer-to-Peer 
Networking  Opportunities 

•  CSO  Golf  Tournament 

•  Moderated  Discussion  Groups 

•  Luncheon  Discussion  Roundtables 

•  DrillDown  Breakout  Sessions 

•  Networking  Receptions 

•  Sponsor  Hospitalities 
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Enterprise  Value  Award  winners  ABF  Freight  System, 
AT&T,  ConocoPhillips  and  Foley  &  Lardner  have  found 
ingenious  ways  to  bring  customers  into  their  back-end 
systems  and  value  chains,  yielding  big  payoffs  in  effi¬ 
ciency  and  external  customer  satisfaction 
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ENTERPRISE  VALUE  AWARDS  ■  BY  ALICE  DRAGOON 


everyone  loves  to  hate  lawyers.  That  animos¬ 
ity,  which  has  rankled  at  least  since  Shakespeare’s  day, 
is  fueled  each  time  we  need  their  advice  and  have  to  pay 
for  it.  So  imagine  the  delight  of  Textron  when  national 
law  firm  Foley  &  Lardner  gave  the  company’s  real 
estate  division  a  way  to  handle  most  of  its  own  due 
diligence  and  document  preparation  for  purchases 
and  sales. 

The  Textron  division  buys  and  sells  resort  and  golf  properties  throughout 
the  United  States,  and  real  estate  transaction  laws  and  document  require¬ 
ments  vary  by  state.  Foley  &  Lardner  built  an  extranet  for  Textron  with 
state-specific  checklists  of  buyer  and  seller  transactions  and  documents, 
including  contracts  and  nondisclosure  agreements,  which  the  firm  keeps 
up-to-date  for  each  state.  Foley  oversees  Textron’s  transactions  and  offers 
advice  as  needed.  But  for  many  routine  transactions,  Textron  can  efficiently 
manage  on  its  own. 

Textron  uses  one  of 400  extranets  that  Foley  CIO  Douglas  Caddell  and  his 
team  have  built  with  the  configurable  modules  that  make  up  the  Enterprise 
Value  Award-winning  Foley  system— Foley:ClientSuite.  These  semicustom 
extranets,  which  take  between  two  and  48  hours  to  build,  let  Foley  lawyers 
and  their  clients  avoid  the  time-consuming  hassles  of  updating  duplicate 
copies  of  case  files.  They  make  it  possible  for  lawyers  and  clients  to  work 
collaboratively  on  cases.  And  they  let  clients  tap  into  Foley’s  legal  expertise 
on  routine  matters  without  having  to  talk  to  a  lawyer  (or  rack  up  the  atten- 
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VALUE  PROPOSITION: 

Self-service  technology  increased 
customer  loyalty  and  retention 
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AT&T  CIO  and  CTO,  says  that  allowing 
orders  directly  into  AT&T’s  system  via 
)irect  saves  about  $15  per  transaction. 
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dant  fees  when  a  lawyer  offers  advice  in 
real-time). 

The  fact  that  clients  are  thrilled  with  the 
ability  to  practice  self-service  law  for  rou¬ 
tine  matters  belies  the  old  adage  that  “You 
can’t  beat  somebody  with  nobody.”  But  let’s 
face  it,  to  err  is  human.  So  whenever  you 
can  remove  a  human  from  the  equation  in 
a  routine  business  process,  you  reduce 
the  risk  of  error— and  generally  increase 
efficiency  and  reduce  transaction  costs  to 
boot.  “The  trend  is  toward  removing  the 
bottleneck  of  human  intervention  from 
processes,”  says  Esteban  Kolsky,  a  Gartner 
research  director  who  focuses  on  customer 
service  and  CRM. 

While  Foley  is  letting  clients  access  its 
legal  expertise  through  extranets,  other 
Enterprise  Value  Award  honorees  are  giv¬ 
ing  their  customers  direct  access  to  their 
corporate  systems  to  perform  basic  trans¬ 
actions  like  placing  orders  or  checking  on 
their  status  themselves.  Letting  customers 
into  your  back-end  systems  can  yield  big 
payoffs  in  efficiency  and  customer  satisfac¬ 
tion.  But  it  can  also  be  tricky  to  pull  off.  You 
can’t  do  it  without  providing  an  easy-to-use 
interface  and  shipshape  security  or  with¬ 
out  a  crystal-clear  understanding  of  cus¬ 
tomer  needs. 

But  as  these  Enterprise  Value  Award  win¬ 
ners  discovered,  by  merging  separate  pro¬ 
cesses  at  your  company  and  your  customers’ 
companies  into  a  single,  more  efficient 
process,  you  both  win.  Kolsky  says  that  such 
melding  of  processes  across  organizational 
boundaries— or  what  Gartner  refers  to  as 
business  process  fusion— can  yield  ROIs  of 
20  percent  to  120  percent.  “Removing 
latency  from  processes  can  save  millions  of 
dollars  a  year,”  he  says. 

Four  of  this  year’s  Enterprise  Value 
Award  winners  did  an  exceptional  job  of 
bringing  customers  into  their  value  chains. 
Each  has  given  customers  access  to  their 
back-end  systems,  whether  through  online 
portals  or  through  direct  links  to  customers’ 
own  systems.  By  making  themselves  easier 
to  do  business  with,  they’ve  made  customers 
happier— and  gotten  more  of  their  business. 

Direct  Access  for  Customers 

Rare  is  the  company  that  doesn’t  have  a 
website  these  days.  But  few  organizations 


can  claim  to  have  one  that  customers  con¬ 
sider  indispensable.  Done  right,  a  website, 
extranet  or  portal  can  make  it  genuinely  eas¬ 
ier— and  often  more  fruitful— for  customers 
to  do  business  with  you. 

At  ABF  Freight  System,  which  specializes 
in  less-than-truckload  (LTL)  freight  ship¬ 
ping,  customers  rave  about  Enterprise  Value 
Award-winning  ABF.com,  which  lets  them 
not  only  schedule  shipments  but  also  see 
exactly  where  they  are  at  any  time.  ABF 
equipped  its  drivers  and  terminal  workers 
with  Nextel  microbrowser  phones  so  that 
they  can  capture  delivery  and  pick  up  infor¬ 
mation  in  real-time.  “Instead  of  getting  deliv¬ 
ery  information  at  4  o’clock  when  the  driver 
returns  to  the  terminal,  [customers]  get  it 
when  the  driver  actually  drops  off  the  pack¬ 


age,”  says  Michael  Newcity,  director  of  e-sys¬ 
tems  and  emerging  technologies  at  ABF. 
Customers  love  being  able  to  get  their  own 
updates,  rather  than  having  to  call  and  ask  a 
rep  where  their  shipments  are.  “One  cus¬ 
tomer  said,  ‘I  don’t  want  to  talk  to  anybody  at 
your  company  as  long  as  I  can  use  your  web¬ 
site,”’  he  says. 

Clients  appreciate  Foley’s  extranets  for 
the  new  and  efficient  way  to  manage  their 
legal  matters.  Now  clients  can  view  at  a 
glance  all  of  their  issues  being  handled  by 
Foley;  drill-down  capability  lets  them  eas¬ 
ily  access  relevant  files,  new  case  notes  and 
tasks  to  be  completed  for  each  matter.  After 
Foley  set  up  an  extranet  site  for  one  client, 
the  company  dropped  the  other  three  firms 
it  had  retained  for  its  patent  work  and  gave 


How  to  Open  the  Kimono  Safely 

AT&T  has  used  a  layered  approach  to  building  a  secure 
customer  access  system 

Hossein  Eslambolchi,  AT&T  CIO  and  CTO,  will  tell  you  that  his  company  was 
the  first  on  the  planet  to  open  up  the  heart  of  its  network  to  its  customers.  But 
that  kind  of  openness  is  only  tenable  if  you've  got  all  your  security  ducks  in  a  row. 

AT&T’s  layered  approach  to  building  the  AT&T  BusinessDirect  infrastructure 
has  enabled  the  company  to  do  just  that.  In  addition  to  designing  a  data  services 
layer  and  an  application  layer  (which  runs  Web  services),  AT&T  has  a  separate 
presentation  and  security  layer.  Eslambolchi  and  his  team  then  further  divided 
things  into  zones. 

The  ability  to  segregate  allows  AT&T  to  treat  customer  groups  differently,  so 
specific  groups  would  get  access  to  AT&T’s  systems  using  different  segments  of 
different  zones.  "Every  zone  segment  has  its  own  intrusion  detection,  its  own 
application  firewall,”  says  Eslambolchi.  AT&T  protects  customer  data  by  providing 
the  authenticated  access  through  HTTPS  or  SSL,  and  authorization  and  encryption 
vary  by  customer.  "There  are  different  levels  of  security  across  the  platform,”  says 
Eslambolchi,  who  also  subjects  the  system  to  what  he  calls  self-inflicted  “ethical 
hacking"  to  make  sure  it  can  withstand  hacking  attempts  by  outsiders. 

“You  have  to  build  a  security  infrastructure  around  the  network,  with  clearly 
segregated  security  by  application,  by  port,  by  customer,  by  service,”  says 
Eslambolchi.  “You  cannot  take  security  lightly.  It’s  not  just  a  connection  to  the 
Internet— it’s  a  connection  to  the  AT&T  network.” 

Although  few  Enterprise  Value  Award  winners  are  willing  to  discuss  the  specifics 
of  how  they  address  security,  they  all  agree  that  it’s  a  critical  success  factor  when 
you’re  allowing  outsiders  access  to  internal  systems— making  a  more  open 
customer  access  system  possible  and  profitable. 

-A.D. 
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MEANS  A  NETWORK 

THAT  DOES  MORE. 


ProCurve  Networking  by  HP.  More  and  more  businesses  get  more  from  us. 

MORE  VALUE.  Our  solutions  typically  cost  less.  Much  less. 

MORE  SECURITY.  Our  products  can  help  detect  would-be  intruders  at  the  edge 
of  your  network— before  they  reach  the  core. 

MORE  OPEN.  We’re  interoperable.  That  means  easy  integration. 

MORE  INTELLIGENT.  Run  your  network  from  the  core.  Control  it  to  the  edge. 

MORE  SUPPORT,  industry-leading  support.  Warranties  that  last  a  lifetime.* 

MORE  RELIABLE.  Rigorously  tested.  Meticulously  engineered. 

MORE  EXPERIENCE.  We’ve  been  doing  this  for  25  years. 


Find  out  more  about  ProCurve  Networking.  Call  800-975-7684  Ref  Code  6  or 
download  informative  reports  complete  with  case  studies  and  cost-of-ownership 
analysis  at  www.hp.com/learn/procurve. 


ProCurve  Networking 

HP  Innovation 


♦Lifetime  warranty  applies  to  all  ProCurve  products,  excluding  the  ProCurve  routing  switch  9300m  Series  and  Secure  Access 
700wl  Series,  which  have  a  one-year  warranty  with  extensions  available.  ©2005  Hewlett-Packard  Development  Company,  L.P 


Customer  Satisfaction 


Douglas  Caddell,  CIO  of  Foley  &  Lardner,  has  built  a  system  of  semicustom  extranets  that  allows 
Foley  lawyers  and  their  clients  to  work  collaboratively  and  more  efficiently. 


all  of  that  work  to  Foley.  “They  consolidated 
with  us  primarily  because  the  extranet  made 
it  easy  for  them  to  manage  all  their  cases,” 
says  Foley  &  Lardner  partner  Peter  Albert. 

Giving  customers  the  option  of  access¬ 
ing  the  information  they  need  on  their  own, 
or  the  ability  to  perform  some  task  or  func¬ 
tion  themselves,  has  the  added  benefit  of 
freeing  up  employees  to  interact  with  cus¬ 
tomers  on  higher-value  activities.  For  exam¬ 
ple,  FoleyrClientSuite  lets  Foley  lawyers 
spend  more  time  talking  to  their  clients 
about  legal  issues  instead  of  wasting  time 
having  both  sides  track  down  a  document 
(and  then  verify  that  they’re  looking  at  the 
same  version).  James  Grodin,  the  partner 
who  oversees  Foley’s  work  for  Bank  of 


America,  says  that  because  Foley:ClientSuite 
lets  him  handle  administrative  issues  more 
efficiently,  he’s  been  able  to  expand  his  over¬ 
all  workload  by  15  percent.  And  for  the 
Enterprise  Value  Award-winning  lubricants 
division  of  ConocoPhillips,  it’s  so  easy  to 
place  orders  through  an  online  portal  that 
customer  service  representatives  can  spend 
their  time  resolving— or  better  yet,  prevent¬ 
ing-problems  instead  of  merely  serving  as 
order  takers. 

And  of  course,  letting  customers  serve 
themselves  improves  efficiency,  which  often 
saves  money  for  both  parties.  Foley  clients, 
for  example,  no  longer  get  billed  for  parale¬ 
gals’  time  spent  packaging  documents  and 
transmitting  letters.  Lafarge  North  America 


avoided  more  than  $2  million  in  Environ¬ 
mental  Protection  Agency  fines,  thanks  to  a 
Foley  extranet  that  helped  the  company 
meet  EPA  reporting  requirements  on  a 
tight  deadline.  And  for  files  handled  by 
Foley  on  a  fixed-fee  basis,  Grodin  says 
Foley:ClientSuite  helps  Foley  bring  in  cases 
under  budget. 

Fully  Automatic 

If  eliminating  the  need  for  human  involve¬ 
ment  on  one  side  of  the  equation  is  good  for 
routine  transactions,  removing  humans  on 
both  sides  of  the  equation  can  yield  even 
greater  efficiencies.  In  addition  to  letting 
customers  serve  themselves  online,  three  of 
the  Enterprise  Value  Award  honorees  are 
taking  that  extra  step  of  allowing  their  cus¬ 
tomers’  systems  to  link  directly  into  theirs, 
yielding  efficiencies  for  company  and  cus¬ 
tomer  alike. 

At  ConocoPhillips,  the  lubricants  divi¬ 
sion  is  making  life  easier  for  customers  by 
accepting  orders  directly  out  of  customers’ 
ERP  systems  by  using  FTP.  Similarly,  both 
AT&T  and  ABF  are  giving  customers  the 
option  of  system-to-system  connections  via 
XML.  ABF  is  using  XML  and  Web  services 
to  allow  customers  who  need  direct  access 
to  shipment  data  and  applications  to  incor¬ 
porate  shipping  functions  into  their  own 
websites  and  back-end  systems.  And  at 
AT&T,  customers  can  link  their  systems 
directly  into  AT&T’s  via  XML  through  a 
process  the  company  calls  eBonding.  So 
when  customers’  systems  detect  a  problem 
on  a  network,  they  send  a  trouble  ticket 
instantaneously  to  the  AT&T  system,  which 
automatically  sends  status  information 
back  into  the  customer’s  system  in  almost 
real-time.  Customers  can  also  use  eBond¬ 
ing  to  embed  AT&T’s  inventory  manage¬ 
ment  tools  as  well  as  ordering  and  status 
functionality  into  their  own  systems. 

And  that  makes  AT&T’s  customers  very 
happy  campers.  David  Lauderdale,  CTO  of 
Worldspan,  says  that  AT&T’s  eBonding  has 
allowed  him  to  reduce  the  labor  required  to 
manage  Worldspan’s  network  by  roughly 
60  percent  without  compromising  reliabil¬ 
ity  and  customer  satisfaction.  And  while 
network  problems  used  to  take  up  to  eight 
hours  to  resolve,  today  the  average  resolu¬ 
tion  time  is  measured  in  minutes,  not 
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IP  Telephony  •  Switching  •  Wireless  •  Routing  •  Security 


Whatever  your  enterprise  network 


Choose  a  platform  that  takes  your 
business  wherever  it  needs  to  go. 

With  our  innovative  IP  Telephony,  switching,  wireless,  routing,  and  security 
solutions,  3Com  offers  an  easy  route  to  secure,  converged  enterprise 
communications.  Open  standards  and  reduced  complexity  give  you  the 
freedom  to  grow  your  network  as  business  needs  dictate.  There's  more 
than  one  route  to  success. 

Choose  3Com  and  get  your  network  on  the  right  track. 
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Customer  Satisfaction 


hours,  says  Lauderdale.  “The  best  part  of 
it  is,  we  don’t  have  to  have  somebody  con¬ 
stantly  calling  back  to  AT&T,  saying, 
‘What’s  the  status?  What’s  the  status?”’  he 
says.  “We  have  real-time  displays,  so  we 
know  the  status.” 

Listen  to  What  Customers  Want 

A  lot  of  companies  “honestly  don’t  know 
what  their  customers  want,  even  though 
they  think  they  do,”  says  Gartner’s  Kolsky. 
The  companies  that  reap  the  biggest  benefits 
from  giving  customers  direct  access  to  their 
systems  are  those  that  work  hard  to  under¬ 
stand  what  customers  truly  need  and  what 
their  priorities  are. 

“Technology  enables  us  to  do  an  enor¬ 
mous  amount  of  things,”  says  Robert  Sloan, 
AT&T  e-sales  and  service  vice  president. 
“But  the  level  of  acceptance  is  determined 
by  the  customer.  It’s  a  matter  of  working 
with  customers  to  listen  to  them  to  make  the 
right  decision.” 

ABF  regularly  does  targeted  mini-sur¬ 
veys  of  three  to  six  questions  on  ABF.com  to 
get  feedback  from  customers  involved  in  spe¬ 
cific  kinds  of  transactions  or  using  specific 
tools.  The  company  also  involves  develop¬ 
ers  in  usability  interviews  and  makes  a  point 
of  tapping  into  field  reps’  knowledge.  Taking 
the  time  to  make  sure  customers’  needs  are 
well  understood  pays  off  for  ABF.  “When 
you  design  around  the  customer,  you  usu¬ 
ally  save  money  too,”  says  Chris  Baltz,  vice 
president  of  marketing  and  pricing  at  ABF. 

Listening  to  customers  led  ABF  to  allow 
customers  to  use  the  website  to  reroute  their 
shipments  en  route,  if  necessary.  ABF  cus¬ 
tomer  Karen  Beseda,  logistics  manager  of 
Teragren,  which  makes  bamboo  flooring 
and  panels,  calls  this  option  “phenomenal.” 
“With  other  companies,  they  need  it  in  writ¬ 
ing,  so  you  have  to  send  a  fax,”  she  says. 
“Sometimes  they  do  it  right  and  sometimes 
they  don’t.  I’ve  had  shipments  go  totally  bot¬ 
toms  up  because  of  human  error.”  Beseda 
says  she  can  resolve  shipment  problems 
with  ABF  in  five  minutes  on  average, 
whereas  handling  problems  with  other  ship¬ 
pers  usually  takes  much  longer. 

Indeed,  as  a  result  of  implementing  the 
Enterprise  Value  Award-winning  improve¬ 
ments  to  ABF.com,  86  percent  of  customers 
who  use  the  website  now  successfully  con¬ 


clude  their  transactions,  up  from  the  previ¬ 
ous  73  percent  usability  success  rate,  accord¬ 
ing  to  Newcity.  ABF.com  customers  see  the 
status  of  all  their  shipments  as  soon  as  they 
log  in,  and  they  can  use  the  site  to  review 
invoices  and  to  create  weekly  custom  reports, 
which  they  can  view  online  or  have  sent  to  an 
e-mail  account.  “In  transportation,  visibility 
and  control  are  a  real,  tangible  benefit,”  says 
Baltz.  “This  keeps  us  from  being  a  commod¬ 
ity  in  a  commodity  business.” 

Strive  for  Simplicity 

A  few  years  ago,  it  was  anything  but  easy  for 
a  business  customer  to  work  with  AT&T. 


The  company’s  product-focused,  siloed 
approach  to  offering  telecom  services  may 
have  been  typical  for  the  industry  but  left 
customers  of  multiple  services  under¬ 
standably  frustrated.  The  company  had 
more  than  500  distinct  websites  that 
offered  customers  access  to  internal  tools 
and  applications  to  help  them  manage  their 
networks.  But  it  wasn’t  doing  the  average 
customer  much  good.  “We  were  almost  ask¬ 
ing  them  to  be  our  clerk,”  says  Sloan.  “We 
would  take  what  we  had  internally  without 
the  proper  usability  and  approach  and  say, 
‘Here  it  is,  take  advantage  of  it.’”  Three  years 
ago,  AT&T  began  a  move  away  from  silos  to 


ABF  Freight  System  President  and  CEO  Robert  Davidson  (left)  and  David  Hardt,  president  of 
Data-Tronics,  say  that  listening  to  customers  has  improved  their  systems  and  driven  the  business. 
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simplify  life  for  customers  by  giving  them 
access  to  once-scattered  network  manage¬ 
ment  tools  in  a  single,  customer-friendly 
Web  portal  known  as  AT&T  Business- 
Direct.  “We’re  not  just  giving  them  self- 
service,  but  tools  that  enable  them  to 
manage  the  network  they  purchase  from  us 
more  efficiently,”  says  Sloan. 

Customers  with  a  network  problem  used 
to  spend  up  to  10  minutes  on  the  phone  plac¬ 
ing  a  trouble  ticket  with  AT&T;  today,  they 
can  do  so  online  in  one  to  two  minutes 
(though  they  can  still  get  help  via  phone)— 
and  they  receive  a  status  report  on  the  web¬ 
site  within  15  minutes.  It  used  to  take  seven 
days  to  fill  an  order  for  switched  voice  serv¬ 
ice;  now  customers  place  their  orders 
directly  into  AT&T’s  system  using  AT&T 
BusinessDirect,  and  orders  are  provisioned 
within  two  days.  “Each  transaction  per¬ 
formed  electronically  saves  $15  on  average,” 
says  Hossein  Eslambolchi,  AT&T  CIO  and 


CTO,  president  of  AT&T  Global  Network¬ 
ing  Technology  Services  and  president  of 
AT&T  Labs.  Those  savings  are  good  for  cus¬ 
tomers,  who  spend,  on  average,  10  percent  to 
40  percent  on  top  of  what  they  pay  their  tele¬ 
com  providers  to  support  those  purchases. 
And  such  savings  are  essential  for  AT&T, 
which  is  staking  its  future  on  its  ability  to 
efficiently  serve  the  business  market.  (After 
scaling  back  its  residential  phone  service 
business,  the  company  posted  a  $7  billion 
loss  in  Q3  of 2004.  AT&T  chalks  that  loss  up 
to  a  series  of  one-time  expenses,  company 
restructuring  and  downsizing  as  well  as  its 
move  away  from  residential  phone  services.) 
“Customers  who  use  our  electronic  tools  are 
more  satisfied  with  the  business  relation¬ 
ship,”  says  Sloan.  “The  retention  rate  for 
small  and  midsized  customers  who  use  elec¬ 
tronic  tools  is  doubled.”  He  adds  that  AT&T 
BusinessDirect  has  increased  overall  cus¬ 
tomer  satisfaction  and  enabled  AT&T  to  do 
more  business  with  existing  business  cus¬ 
tomers  and  maintain  market  share. 


Sloan’s  staff  includes  usability  experts 
who  continuously  evaluate  AT&T  Busi¬ 
nessDirect  tools,  looking  for  ways  to  make 
them  more  user-friendly.  In  some  cases,  that 
means  translating  internal  tools  from  com- 
munications-speak  into  plain  English;  in 
other  cases,  it  means  prepopulating  online 
forms  with  the  customer’s  data.  Sloan’s 
mantra  is  to  remember  to  keep  things  sim¬ 
ple.  “You  can  get  lost  in  the  complexity  of 
the  business,”  he  says. 

Divide  and  Conquer 

A  great  way  to  avoid  overwhelming  cus¬ 
tomers  is  to  think  about  what  they’re  look¬ 
ing  for  and  then  segment  them  accordingly. 
At  ABF,  for  example,  “a  shipper  is  not  a 
shipper  is  not  a  shipper,”  says  Newcity. 
“They’ve  all  got  different  needs.  We  decided 
to  segment  the  website  around  the  needs  of 
different  customer  groups.”  In  ABF’s  case, 
that  means  dividing  customers  into  two 


main  categories:  those  who  primarily  need 
to  know  where  their  shipments  are  and 
those  whose  main  responsibility  is  to  pre¬ 
pare  shipments.  ABF  provides  a  visibility 
view  for  customer  service-oriented  cus¬ 
tomers  who  need  to  tell  their  customers 
where  shipments  are.  It  also  offers  a  ship¬ 
ping  preparation  view  for  customers  whose 
main  focus  is  preparing  items  for  shipment. 
“It  makes  no  sense  to  expose  other  applica¬ 
tions  to  people  when  they  don’t  use  them,” 
explains  Newcity. 

At  Foley,  cases  can  be  neatly  divided  into 
transactional  matters  (such  as  mergers  and 
real  estate  deals)  and  litigation  matters.  The 
information  that’s  required  for  each  type 
of  case  is  markedly  different,  as  is  the 
accompanying  verbiage.  So  Foley:ClientSuite 
presents  each  in  a  different  way,  with  the 
appropriate  verbiage.  For  example,  clients 
dealing  with  a  lawsuit  would  see  folders  for 
such  things  as  discovery  information,  wit¬ 
ness  lists  and  depositions,  whereas  those 
working  on  a  real  estate  deal  would  get  fold¬ 


ers  for  things  like  closing  documents  and 
inspection  reports. 

Gear  to  Customers’  Level 
of  Tech  Savvy 

Letting  your  customers  link  their  systems 
directly  into  yours  will  pay  off  only  if  your 
customers  are  tech  savvy  enough  to  take 
advantage  of  the  arrangement.  AT&T  recog¬ 
nizes  that  customers  are  not  all  alike  when  it 
comes  to  technology,  so  it  offers  integration 
options  at  several  levels  of  sophistication. 
Any  customer  with  Web  access  can  take 
advantage  of  all  the  tools  through  the  Web 
portal.  Technically  advanced  customers 
such  as  Worldspan  can  reap  the  benefits  of 
eBonding  through  XML.  But  for  customers 
who  want  some  level  of  system-to-system 
integration  without  having  to  deal  with 
XML,  AT&T  offers  a  scaled-down  version 
of  eBonding.  Called  Express  Bonding,  this 
service  lets  customers  tap  into  AT&T’s 
ordering  and  status  systems  using  cus¬ 
tomized  Excel  spreadsheets. 

At  ConocoPhillips,  lubricants  distributors 
can  submit  orders  on  ConocoPhillips’  website 
or  through  direct  links  with  their  ERP  sys¬ 
tems.  But  the  company  realized  at  the  outset 
that  XML  is  something  that  few  lubricants 
distributors  like  to  mess  around  with  in  their 
spare  time.  So  instead,  ConocoPhillips  enables 
customers’  systems  to  link  into  its  own  sys¬ 
tems  via  FTP— and  it  got  the  software 
vendors  that  cater  to  the  lubricants  distribu¬ 
tors  market  to  do  the  heavy  lifting  of  integra¬ 
tion.  ConocoPhillips  partnered  with  DM2 
and  Visual  Supplier,  two  vendors  that  sell 
specialized  ERP  software  to  lubricants  dis¬ 
tributors.  Both  now  give  distributors  the 
option  of  having  their  ERP  software  auto¬ 
matically  send  an  order  to  ConocoPhillips  via 
FTP  whenever  they  create  a  purchase  order 
for  ConocoPhillips  products.  No  longer  must 
customers  print  out  a  purchase  order  and 
reenter  the  order  on  the  ConocoPhillips  web¬ 
site  (or  fax  it  to  ConocoPhillips,  whose  cus¬ 
tomer  service  reps  would  have  to  type  it  in). 
“Now  we’re  saying  to  customers,  We  don’t 
want  you  typing  any  more  than  we  want  to 
type,”  says  Chris  Baumann,  manager  of  trans¬ 
portation  and  specialty  businesses  informa¬ 
tion  services  at  ConocoPhillips.  “Let’s  take  an 
order  in  your  system  and  make  it  an  order  in 
ours.”  The  approach  of  having  the  specialty 


As  these  Enterprise  Value  Award  winners  discovered, 
by  merging  separate  processes  at  your  company 
and  your  customers’  companies  into  a  single,  more 
efficient  process,  you  both  win. 
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BECAUSE  HYBRID  IS 
ACTUALLY  NOT  A  SOLUTION. 

(EXCEPT  FOR  CARS.) 


Hybrid  is  as  hybrid  does.  And  when  it  comes  to  IP  Communications,  hybrid  doesn't  do  much  more  than  compromise.  Hybrid  doesn't 
do  seamless  failover.  Doesn't  do  scalability.  Doesn't  do  end-to-end  security.  Ditto  for  remote  upgrades.  So  if  it's  a  car,  go  hybrid.  But 
if  it's  a  networking  and  communications  strategy  you're  driving,  make  sure  you  drive  the  integrated,  secure,  end-to-end  solution: 
To  learn  more  about  Cisco  IP  Communications  solutions  or  to  find  a  service  provider  that  offers  these  managed  services  over  a 
Cisco  Powered  Network,  visit  cisco.com/domore.  COMMUNICATION.  THE  NEW  FASHIONED  WAY.  CISCO  IP  COMMUNICATIONS. 
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Customer  Satisfaction 


Gene  Batchelder  (front),  VP  of  services  and  CIO,  and  Tom  Liberti,  general  manager  of 
ConocoPhillips  Lubricants,  installed  a  new  Web  system  that  increased 
the  electronic  capture  of  distributors’  orders  from  30%  to  more  than  80%. 


software  vendors  do  the  integration  is  a  win 
for  all  three  parties:  Customers  get  automatic 
ordering  capability,  the  vendors  benefit 
because  they  are  offering  extra  functionality 
to  their  customers,  and  ConocoPhillips  has 
made  it  much  easier  for  customers  to  order 
ConocoPhillips  products. 

Help  Customers 
Use  the  System 

Customers  may  seem  thrilled  that  you’re  giv¬ 
ing  them  the  option  to  connect  to  your  sys¬ 
tems.  But  just  because  they’re  thrilled  doesn’t 
mean  that  they’ll  actually  take  you  up  on  the 
offer.  “We’ve  never  had  a  problem  with  cus¬ 
tomers  registering  for  our  tools,”  says 
AT&T’s  Sloan.  “The  difficulty  is  getting  them 
to  move  from  the  manual  process  to  an  elec¬ 
tronic  process,  to  see  the  value  and  actually 
use  the  tools.”  So  in  addition  to  producing 
FAQs  and  offering  Web  seminars  and  class¬ 
room  and  online  training  to  demonstrate  the 
value  of  the  tools,  AT&T  has  also  deployed 
close  to  40  e-adoption  account  managers. 
Their  sole  job  is  to  support  larger  enterprise 
customers  and  help  them  understand  how 
AT&T  BusinessDirect  tools  can  improve 
their  business  processes.  The  e-adoption 
account  managers  start  with  higher-level 
management  discussions  and  then  work 
with  those  who  manage  the  day-to-day  activ¬ 
ities  to  show  them  how  to  use  the  tools.  “That 
support  with  customers  in  the  marketplace 
significantly  takes  our  adoption  rate  up  year 
over  year,”  says  Sloan.  Three  years  ago,  the 
percentages  of  orders  and  trouble  tickets  that 
originated  electronically  were  both  in  the  low 
single  digits  for  business  customers.  Today, 
more  than  35  percent  of  all  AT&T  business 
orders  and  more  than  40  percent  of  all  busi¬ 
ness  trouble  tickets  originate  electronically. 

At  ConocoPhillips,  the  goal  was  to  cap¬ 


ture  90  percent  of  distributors’  orders  elec¬ 
tronically.  When  the  Lubestream  Web  por¬ 
tal  went  live  in  May  of  2003,  the  electronic 
order  capture  rate  was  30  percent.  By  Janu¬ 
ary  of  2004,  it  had  plateaued  at  59  percent. 
The  lubricants  leadership  team  asked  Bau¬ 
mann  to  make  the  system  faster  and  more 
reliable.  But  Baumann  pushed  back,  saying 
he  wanted  to  take  on  the  goal  of  reaching  the 
90  percent  electronic  order  capture  rate. 

Then  he  and  his  IT  team  sat 
down  with  a  list  of  customers, 
prioritized  them  based  on  order¬ 
ing  volume  and  started  calling 
them,  one  by  one,  to  find  out 
why  they  weren’t  ordering 
online.  “We  had  go-live  issues  as 
any  system  would,”  says  Bau¬ 
mann.  Some  customers  who,  as 
he  puts  it,  “gave  it  a  whirl”  early 
on  encountered  kinks  in  the  sys¬ 
tem  and  stopped  trying.  “It  took 


us  calling  back,  saying,  ‘Yes,  this  was  a  prob¬ 
lem,  but  we  know  that,  we  fixed  it,  let  me 
show  you,”’  says  Baumann.  “All  they  needed 
was  someone  to  sit  down  and  ask  them.”  By 
spending  just  15  to  30  minutes  on  the  phone 
listening  to  customers’  challenges  and  walk¬ 
ing  them  through  how  to  use  the  system, 
Baumann  and  his  team  were  able  to  move 
the  electronic  order  capture  rate  up  above 
80  percent. 

If  you  do  it  right,  giving  customers  direct 
access  to  your  systems  can  ultimately  make  it 
easier  for  customers  to  do  business  with  you— 
and  less  likely  that  they  will  get  disgruntled  by 
small  problems  or  swayed  by  competitors’ 
price  promotions.  As  ABF’s  Baltz  puts  it,  “It 
adds  glue  to  the  relationship.  When  cus¬ 
tomers  get  immersed  in  our  technology, 
they’re  a  lot  less  likely  to  leave  us.”  tua 


Senior  Editor  Alice  Dragoon  can  be  reached  at 
adragoon@cio.  com . 


CRITICAL  CUSTOMER  SELF-SERVICE 
SUCCESS  FACTORS 


»  Remove  humans  from  routine  business  processes 
to  reduce  the  risk  of  error. 

»  Link  customers’  systems  directly  into  yours 
to  increase  efficiencies. 

»  Listen  to  what  customers  want  and  need. 

>>  Gear  the  systems  to  customers’  level  of  tech  savvy. 
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UNDERSTANDING  IP  RISK  IN  SOFTWARE 


Knowincphe 


Learning  about  intellectual  prop¬ 
erty  risks  and  software  indemnifi¬ 
cation  goes  a  long  way  toward 
protecting  your  company  from 
potentially  costly  legal  disputes. 


Traditionally,  IT  executives  have  focused  on  a  few  core 
issues  when  making  software  decisions:  Will  the  solu¬ 
tion  address  our  needs?  How  much  will  it  cost?  How 
hard  is  it  to  deploy  and  manage?  But  with  the  current 
focus  on  corporate  governance  and  risk  mitigation, 
executives  increasingly  recognize  they  must  consider  an 
additional  issue:  the  intellectual  property  (IP)  risks  relat¬ 
ed  to  software  that  their  companies  have  licensed,  used 
and  deployed. 

“Under  the  patent  law, 
it  does  not  matter  that 
your  company  was  an 
‘innocent  infringer,’” 
notes  Jeff  Kushan,  an 
attorney  with  Sidley 
Austin  Brown  &  Wood 
LLP,  a  law  firm  whose 
specialties  include  patent 
licensing  and  litigation. 

“Nor  does  it  matter  that 
the  product  was  devel¬ 
oped  by  someone  else,  or 
even  distributed  without 
charge.  A  patent  owner 
is  entitled  to  pursue  any  party  that  uses  the  patented 
technology  without  its  authorization.  Since  most  soft¬ 
ware  patents  cover  technology  that  is  put  into  use  by  end 
users  [rather  than  developers]  of  software  products,  these 
end  users  become  the  obvious  targets  for  litigation.” 

PROTECTING  YOUR  COMPANY 

Managers  today  face  increasing  emphasis  on  corporate 


compliance  and  risk  disclosure.  Many  companies 
erroneously  believe  that  only  software  suppliers  need 
to  worry  about  IP  risk.  In  reality,  any  company  using 
software  should  identify  such  risks,  including  the  risk 
of  an  IP  lawsuit,  and  develop  strategies  for  protecting 
against  them. 

The  first  step  is  asking,  “Who  owns  the  IP  for  the  soft¬ 
ware  I  run  today?”  Answering  that  question  requires 
that  IT  executives  work  closely  with  their  legal  and  risk- 

management  advisors, 
examining  the  risks 
and  protection  included 
in  each  current  soft¬ 
ware  agreement.  One 
critical  way  to  limit  risk: 
Insist  that  all  software 
vendors  provide  IP 
indemnification,  which 
is  essentially  a  form  of 
insurance  in  which 
suppliers  protect  cus¬ 
tomers  in  the  event  of 
IP  lawsuits. 

PERFORMING  A  RISK  ASSESSMENT 

Companies  can  evaluate  their  risk  profiles  with  a  few 
simple  steps.  First,  identify  the  software  your  organiza¬ 
tion  uses.  Companies  face  unique  risks  in  two  software 
categories:  software  downloaded  or  acquired  without 
any  commercial  vendor’s  backing  and  open  source  soft¬ 
ware  provided  by  commercial  vendors.  Each  requires  a 
different  form  of  due  diligence. 


in  •  dem  •  ni  •  fi  •  ca  •  tion 

Software  IP  rights  are  based  on  a  combination  of  copy¬ 
rights,  trade  secrets,  trademarks  and  patents — any  of 
which  can  give  rise  to  legal  disputes.  One  of  the  best  ways 
for  software  users  to  manage  IP  risks  is  to  choose  software 
that  comes  with  strong  IP  indemnification.  Indemnification 
is  like  a  form  of  insurance  in  which  the  software  supplier 
helps  protect  the  user  in  the  event  of  an  IP  dispute. 
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SOFTWARE  WITHOUT  COMMERCIAL  BACKING: 
This  category  requires  special  risk-mitigation  strategies 
because  IP  indemnification  typically  cannot  be  acquired 
for  such  software.  By  deploying  non-commercial  soft¬ 
ware  your  organization  inherits  the  responsibility  for 
any  IP  disputes  involving  that  software — a  fact  that  sur¬ 
prises  many  companies. 

OPEN  SOURCE  SOFTWARE 
WITH  COMMERCIAL  BACK¬ 
ING:  The  unique  nature  of 
the  open  source  develop¬ 
ment  process  and  product 
licenses  creates  challenges 
for  the  acquisition  and  use  of 
third-party  property  rights, 
particularly  patent  rights. 

Such  details  are  important: 

Not  all  software  includes 
meaningful  coverage. 

Once  you’ve  catalogued 
your  company’s  software,  talk 
to  your  vendors,  with  the 
most  important  question 
being  whether  their  software 
licenses  come  with  IP  indem¬ 
nification.  “Ask  as  well  what 
the  vendor  does  to  ensure 
that  its  products  do  not 
infringe  anyone  else’s  intel¬ 
lectual  property,  and  how 
they  have  responded  when 
they  are  accused  of  infringe¬ 
ment,”  Kushan  says. 

When  you’ve  completed 
your  due  diligence,  put  the 
risk  in  perspective.  There  is  a  low  likelihood  your  compa¬ 
ny  will  face  an  IP  lawsuit  for  software  use — but  being  the 
unlucky  exception  is  an  expensive  proposition. 

COMPARING  THE  VALUE  OF 
INDEMNIFICATION  PROVISIONS 

While  IP  indemnity  protection  can  help  protect  organi¬ 
zations  from  risk,  keep  in  mind  that  the  quality  of 
indemnification  provisions  varies  widely.  “Most  compa¬ 
nies  take  indemnification  for  granted,”  says  Laura 
DiDio,  senior  analyst  for  application  infrastructure  and 
software  platforms  for  the  Yankee  Group,  a  Boston- 
based  research  and  consulting  firm.  “But  not  all  indem¬ 
nification  provisions  are  created  equal,  so  organizations 
need  to  pay  close  attention  to  the  terms  and  conditions 
of  their  licensing  agreements.” 

For  example,  in  researching  IP  indemnification 


among  several  major  vendors,  IDC  analyst  Stephen 
Graham  found  a  wide  set  of  offerings  and  divergent 
approaches.  “Because  of  the  nature  of  open  source 
products,  companies  like  Novell,  Red  Hat,  and  HP  stip¬ 
ulate  additional  requirements,  such  as  additional  con¬ 
tractual  agreements  that  need  to  be  signed,  additional 
or  minimal  purchase  requirements  or  specific  time- 

frames  within  which  events 
must  occur,”  says  Graham, 
group  vice  president  at  the 
Framingham,  Mass. -based 
research  firm. 

“Microsoft’s  new  IP  indem¬ 
nification  policy  effectively 
raises  the  stakes  for  protect¬ 
ing  software  customers 
caught  in  the  crossfire  of  ven¬ 
dor  disputes,”  Graham  says. 
“In  addition  to  offering  cus¬ 
tomers  high  levels  of  legal 
and  financial  protection,  the 
policy  is  relatively  easy  for 
customers  to  engage.” 

In  fact,  Microsoft’s  policy, 
which  is  among  the  strongest 
of  its  kind,  includes  coverage 
for  all  client  and  server  soft¬ 
ware  (except  industry  or  task- 
specific  embedded  software). 
In  comparison,  leading 
providers  of  the  Linux  operat¬ 
ing  system  offer  far  more 
limited  indemnification,  if  it 
is  offered  at  all.  Microsoft’s 
indemnification  includes: 

•  Coverage  for  the  four  main  types  of 
infringement  claims  (patent,  copyright, 
trade  secret  and  trademark). 

•  No  pre-set  monetary  cap. 

•  Coverage  for  a  broad  range  of  possible 
costs  related  to  IP  disputes,  including  legal 
defense,  settlement  fees,  out-of-pocket 
expenses  and  other  specific  costs  related 
to  IP  disputes. 

•  Broad  coverage  for  commercially  available 
Microsoft  software,  excluding  certain 
embedded  software. 


Five  Questions 

When  you’re  evaluating  a  vendor's  indemnity 
provisions,  attorney  Jeffrey  Kushan  recommends 
asking  the  following  questions: 

WHAT  INTELLECTUAL  PROPERTY 
IS  COVERED? 

Make  sure  that  you're  covered  for  main  IP  rights: 
patent,  copyright,  trade  secret  and  trademarks. 

WHAT  TRIGGERS  AND  TERMINATES  THE 
INDEMNITY  OBLIGATIONS? 

For  example,  must  you  notify  the  vendor  within  a 
certain  period  of  time? 

WHAT  IS  THE  EXTENT  OF  FINANCIAL 
LIABILITY  PROVIDED  BY  THE  VENDOR? 

Also  check  for  specific  limitations  on  financial  obli¬ 
gations  for  IP  indemnity.  For  instance,  does  the 
agreement  cover  such  items  as  court  costs  and 
out-of-pocket  expenses? 

HOW  WILL  THE  VENDOR  MEET  ITS 
FINANCIAL  OBLIGATIONS? 

Ask  for  an  official  detailed  explanation. 

WHO  CONTROLS  ANY  LITIGATION? 


S2 


ADVERTISING  SUPPLEMENT 


“The  fact  that  Microsoft  has  extended 
IP  indemnification  to  its  end  customers 
speaks  to  Microsoft’s  commitment  to 
its  customers,”  says  Julie  Giera,  a  vice 
president  at  Cambridge,  Mass. -based 
Forrester  Research  Inc.1  “As  customers 
start  to  compare  vendor  commitments 
regarding  IP  indemnification,  Microsoft 
will  stand  out.” 

For  more  information  on  Microsoft’s 
indemnity,  visit: 

www.microsoft.com /indemnification. 

By  licensing  software 
with  strong  end-user  IP 
protection,  individuals 
and  organizations  help 
shield  themselves  from 
costs  commonly  associ¬ 
ated  with  such  disputes. 

THE  BOTTOM  LINE 

Corporate  risk-management  strategies 
increasingly  recognize  the  importance  of  IP 
indemnification.  “IP  issues  have  become 
more  of  a  risk  in  recent  years,”  says  Matt 
Rosoff,  analyst  at  Directions  on  Microsoft,  an 
independent  Kirkland,  Wash.-based  research 
firm  focusing  exclusively  on  Microsoft. 
“Organizations  need  to  have  a  policy  in  place 
and  realize  there’s  a  risk  of  software  IP 
infringement  and  understand  that  IP 
indemnification  provided  by  software  ven¬ 
dors  can  be  one  piece  of  that  policy.” 

Organizations  seeking  to  reduce  their  risk 
should  understand  and  prioritize  the 
importance  of  software  IP  issues.  For  most, 
that  involves  recognizing  that  risks  exist, 
then  working  closely  with  their  legal  and 
risk-management  advisors  to  examine  cur¬ 
rent  software  use  and  legal  exposure. 
Finally,  companies  should  consider  the 
quality  of  IP  indemnification  in  all  future 
software-purchase  decisions. 


^'MICROSOFT :  PROTECTING  ITS  CUSTOMERS". 
JULIE  GIERA. FORRESTER  RESEARCH.  DEC.  20.  2004 


Case  Studies: 

ADC  Telecommunications:  The  Proactive  Approach 

With  7,500  employees,  $784  million  in  annual  sales 
and  customers  in  more  than  150  countries,  ADC 
Telecommunications  is  a  good  example  of  how  and  why 
companies  are  proactively  managing  the  risk  of  IP 
infringement. 

“Five  years  ago,  the  issue  of  software  IP  didn’t  even  enter  our  minds,” 
says  Jamey  Anderson,  technology  services  manager  for  the  Eden 
Prairie,  Minn. -based  communications  equipment  provider.  “But  now,  with 
the  Linux  lawsuits  happening,  it’s  something  I  pay  a  lot  more  attention 
to.  The  fact  that  Microsoft  stands  behind  its  software  with  IP  indemnifica¬ 
tion  is  a  big  deal  to  us.  We  can  be  guaranteed  that  Microsoft  will  back 
us  with  no  financial  cap— no  matter  how  big  a  lawsuit  may  become." 

Although  ADC  has  identified  IP  issues  as  an  important  consideration  in  its 
software  deployment,  Anderson  acknowledges  the  difficulty  of  quantifying 
the  risks— especially  since  many  IP-related  lawsuits  are  settled  out  of  court 
or  before  trial.  But  while  it  may  be  hard  to  cite  dollar  figures,  Anderson  likens 
the  appropriate  analysis  to  doing  a  security-risk  assessment. 


Regal  Entertainment  Group:  Why  IP  Risk  Matters 

“While  IP  risk  isn’t  our  top  IT  priority,  it’s  something  that  we  focus  on  with 
every  contract  we  do,”  says  J.E.  Henry,  senior  vice  president  and  CIO  at 
Knoxville,  Tenn. -based  Regal  Entertainment  Group,  which  operates  550 
movie  theaters  with  6,200  screens  nationwide. 

As  CIO  of  the  $2.5  billion  company,  Henry  must  ensure  that  the 
software  powering  9,000  point-of-service  workstations  and  1,200 
desktops  operates  correctly. 

But  he’s  equally  concerned  about  the 
risk  to  Regal’s  reputation  as  a  well-man¬ 
aged,  fast-growing  business.  “If  we  buy 
software  from  a  provider  that  has  stolen 
IP  from  someone  else  and  there’s  an 
injunction  that  precludes  us  from  using  that  software,  it  would  significantly 
affect  our  ability  to  do  business,”  Henry  explains.  “We’re  a  public  compa¬ 
ny.  The  last  thing  I  want  to  see  is  our  name  posted  all  over 
BusinessWeek  saying  that  we  made  a  bad  decision  and  didn’t  do  our 
due  diligence  when  deploying  software" 

That’s  why  after  a  lengthy  consideration,  Regal  opted  for  deploying 
Microsoft  products  over  a  Linux  alternative  for  its  new  point-of-service 
systems. “I  feel  good  about  Microsoft  and  their  approach  to  how  they  do 
business.  Their  contracts  are  generally  very  strong  in  nature  and  obvi¬ 
ously  they  have  tremendous  resources  if  legal  issues  arise,”  Henry 
says.  “There’s  a  huge  difference  between  using  a  product  from 
Microsoft  and  picking  up  a  piece  of  freeware  from  somewhere  [where] 
you  don’t  know  who  developed  it,  there’s  no  entity  behind  the  product, 
and  even  if  there  is,  it  doesn't  offer  full  indemnity.” 


REGAL 

ENTERTAINMENT 
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Comparing  Indemnification  for  Microsoft  Windows  and  Linux  (Source:  IDC,  200 


VENDOR  PROGRAM  /INITIATIVE 


Microsoft 


Novell 


Red  Hat 


Hewlett- 

Packard 


Open  Source 
Development 
Labs  (OSDL) 


TRIGGER 


TO  QUALIFY 


FINANCIAL  COVERAGE  CONTROL 


Intellectual  Property  Indemnification. 
Microsoft  provides  IP  indemnification 
on  all  its  client  and  server  software  (but 
not  embedded  software  offerings, 
specifically  Windows  XP  Embedded 
and  Windows  CE),  regardless  of 
whether  if  s  acquired  through  the  com¬ 
pany’s  volume  license  program  or 
through  other  means  (e.g.,  retail  outlet 
or  manufacturer).  Indemnification 
protects  end  users  from  exposure  to 
legal  costs  and  damage  claims  related 
to  patent  or  other  IP  disputes  (includ¬ 
ing  patent  disputes,  copyright,  trade¬ 
mark  and  trade  secret  claims). 


No  addendum  or  registration  is 
required.  The  customer  is  required 
to  notify  Microsoft  promptly  in 
writing  about  the  claim. 


Customers  can  rely  on  either  spe¬ 
cific  contractual  indemnity  that 
might  be  provided  in  their  volume 
agreement  or  the  stated  indemni¬ 
ty  policy.  Windows  XP  Embedded 
and  Windows  CE  products  are 
specifically  excluded. 


Microsoft  states  that  there  are  no 
preset  caps  on  legal  costs  but  also 
that  it  will  help  protect  the  user 
from  costs  associated  with  defend¬ 
ing  the  claim  and  court-awarded 
damages. 


Microsoft  has  sole  corl 
defense  and  settlemenl 


Novell  Linux  Indemnification 
Program.  This  is  a  licensing  adden¬ 
dum  available  to  qualified  Novell  cus¬ 
tomers  for  specific  supported  products. 
Novell  states  that  it  will  defend  cus¬ 
tomers  having  this  addendum  in  the 
event  that  they  face  copyright  litigation. 


The  customer  signs  the  licensing 
addendum  no  later  than  io  days 
after  obtaining  the  indemnified 
Linux  product.  The  customer 
must  promptly  notify  Novell  of 
the  claim. 


Customer  requirements  include  an 
annual  minimum  purchase  threshold 
(currently  $50,000)  within  the  preced¬ 
ing  year  Customers  must  maintain 
upgrade  protection  for  the  product 
have  a  premium  service-level  contract, 
and  register  for  the  program  within  10 
days  of  obtaining  the  product 


Damages  are  restricted  to  the 
lesser  of  $1,500,000  or  125%  of 
the  total  amount  paid  for  licens¬ 
es,  upgrades,  and  updates  for  the 
product.  Novell  will  also  pay  the 
customer’s  legal  fees,  which  do 
not  apply  to  the  cap. 


Novell  is  provided  cr«w 
the  defense  and  relatdH 
ment  negotiations. 


je 
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Open  Source  Assurance  Plan. 
Established  in  August  2003,  the 
company  created  the  Open  Source 
Now  Fund  (a  nonprofit  corporation) 
with  a  $1  million  commitment  to 
assist  open  source  software  develop¬ 
ers  with  any  legal  expenses  associat¬ 
ed  with  litigation  related  to  the 
development  of  software  under  the 
GPL  or  other  open  source  license, 
and  to  prepare  educational  materi¬ 
als  related  to  such  software  and  liti¬ 
gation.  An  Intellectual  Property 
Warranty  was  added  in  October 
2003 — a  promise  by  Red  Hat  to 
either  obtain  the  right  for  customers 
to  continue  to  use  the  software  con¬ 
sistent  with  this  agreement;  or  mod¬ 
ify  the  software  so  that  it  is  nonin¬ 
fringing;  or  replace  the  infringing 
component  with  a  noninfringing 
component  if  there  is  an  IP  issue. 
In  August  2004,  the  company 
announced  a  partnership  with  Black 
Duck  Software  to  develop  joint  sem¬ 
inars  on  best  practices  in  IP  risk 
mitigation  and  offer  joint  services. 


Customers  must  have  all  Red 
Hat  software  registered  with  Red 
Hat  to  qualify  for  the  warranty. 


To  qualify  for  the  IP  warranty, 
companies  must  be  customers 
with  valid,  registered  Red  Hat 
Enterprise  Linux  subscriptions  cov¬ 
ering  all  Red  Hat  Enterprise  Linux 
software  used  by  the  customer. 


The  warranty  is  subject  to  any 
limit  of  liability  specified  in  the 
customer’s  subscription  agree¬ 
ment.  Specifically,  the  license 
agreement  excludes  liability  asso¬ 
ciated  with  incidental  or  conse¬ 
quential  damages. 


With  regard  to  the  IP 
Red  Hat  has  the  oi 
obtain  the  rights  for  j 
tomer  to  continue  ul 
software,  modify  the 
so  it’s  noninfringing,  o| 
the  component  with 
fringing  component. 
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HP’s  Linux  indemnity  program. 
Initially  announced  on  September 
24,  2003,  the  program  offers  intellec¬ 
tual  property  indemnification  against 
SCO-related  lawsuits  to  customers 
that  purchase  Linux-based  products 
and  services  directly  from  HP  or  an 
authorized  HP  reseller. 


Customers  must  register,  and 
an  indemnity  agreement  needs 
to  be  executed. 


Customers  must  purchase  Linux 
subscription  services  from  HP  or 
an  authorized  HP  reseller,  run  the 
Linux  operating  system  solely  on 
HP  hardware,  sign  an  indemnity 
agreement  with  HP,  and  not  use 
or  modify  the  source  code.  The 
indemnity  program  does  not  cover 
applications  that  run  on  Linux. 


HP  states  that  there  are  no  finan¬ 
cial  caps  in  its  program. 


HP  has  sole  contd 
defense  and  settlemenl 


OSDL  Linux  Legal  Defense  Fund. 
This  fund  was  created  in  January 
2004  with  approximately  $3  million 
in  initial  pledges.  It’s  intended  to 
defray  the  legal  expenses  of  Linux 
end  users  who  may  become  involved 
in  litigation  with  The  SCO  Group  on 
issues  that  affect  the  Linux  commu¬ 
nity  and  industry.  The  fund  will  also 
cover  the  legal  expenses  of  Linus 
Torvalds  and  OSDL  in  connection 
with  the  pending  SCO  litigation. 


Applicants  must  submit  a  signed, 
written  request  to  OSDL.  The 
OSDL  board  of  directors  will 
determine  if  a  case  meets  the 
established  criteria. 


The  fund  will  be  used  only  for 
the  legal  defense  of  Linux  end 
users  sued  by  SCO  where  the 
case  involves  copyright  or  other 
IP  issues  that  affect  the  Linux 
industry.  The  fund  applies  only 
to  end  users  and  not  to  the 
developer  community. 


OSDL  does  not  promise  or  guar¬ 
antee  the  amount  of  legal  costs 
that  will  be  covered. 


Recipients  must  sign 
ment,  prior  to  receiving 
containing  the  terms  ol 
agreement  to  cover  le| 
costs,  and  expenses. 


Note  IBM  does  not  otter  a  commercial  Linux  operating  system  distribution  and  as  such  does  not  license  it  under  its  agreement  terms.  The  policy  of  IBM  is  to  not  offer  indemnity  for  claims  made  against  users  of  Linux 
but  instead  rely  on  programs  from  Linux  distributors  such  as  Red  Hat  and  Novell  to  assist  customers  concerned  about  intellectual  property  risk.  In  addition.  IBM  (along  with  companies  such  as  Intel  and  MontaVista) 
has  contributed  to  the  Open  Source  Development  Labs  (OSDL)  Legal  Defense  Fund. 


SOURCE:  IOC.  2004 


CIO  Leadership 
Conference: 

Developing  the  Right  Stuff 

May  9  &  10,  2005  •  The  Charles  Hotel  •  Cambridge,  MA 


ajor  concern  of  CIOs  across  business,  industry,  government  and  non-profit  organizations  centers 
leveloping  the  next  generation  of  IT  leadership.  As  outsourcing  IT  becomes  more  rampant,  where 
this  next  generation  come  from?  What  new  skills  will  they  need  to  be  effective  business  partners  as 
as  leaders  of  IT  organizations?  How  do  we  identify  the  best  candidates?  How  do  we  ensure  they 
‘the  right  training  and  mentoring? 

Magazine,  in  conjunction  with  the  CIO  Executive  Council,  addresses  this  pressing  issue  in  the  CIO 
dership  Conference:  Developing  the  Right  Stuff.  We'll  bring  together  CIOs  who  have  worked  to  ele- 
the  CIO  position  within  the  enterprise,  who  continue  to  blaze  new  trails  and  meet  new  challenges, 
who  are  defining  what  it  will  take  to  be  the  CIO  of  the  future.  We'll  combine  them  with  today's  "up- 
-comers"-  the  senior  IT  staff  that  will  take  up  those  challenges,  and  together  we'll  forge  a  set  of 
s,  and  a  roadmap  to  achieve  them. 


F.  Warren  McFarlan, 

Harvard  Business  School's 
Baker  Foundation  Professor, 
will  deliver  the  opening  keynote  and 
serve  as  conference  moderator. 


Clayton  Christensen, 

Author  of  The  Innovator’s  Dilemma  and 
Harvard  Business  School  Professor, 
will  deliver  the  closing  keynote 
Seeing  What’s  Next. 


We'll  also  recognize  those  future  leaders-who  have  been  identified  and 
sponsored  by  the  CIOs  of  today's  leading  organizations-with 

CIO  Magazine's  2005  Ones  To  Watch™  Award 

during  a  special  reception,  dinner  and  awards  presentation. 


more  information  and  to  register,  visit 
www.cio.com/conferences 
or  call  800.366.0246. 
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Insurance  company  Zurich  North  America  makes 
good  money  in  a  tough  market  by  catering  to  every 
technological  need  of  the  independent  agents  who 
sell  the  company’s  policies.  And  the  CEO’s  traveling 
road  show-complete  with  a  smiling,  green  doll— is 
the  key  to  selling  the  agents  on  Zurich. 

REAL 

BUSINESSMEN 

PLAY  WITH  DOLLS 


ENTERPRISE  VALUE  AWARDS  §  ZURICH  NORTH  AMERICA  §  BY  TRACY  MAYOR 

VALUE  PROPOSITION:  CONSIDER  FOR  A  MOMENT  THE  ZETA  DOLL-GREEN, 

Efficient  processes  boosted  profit  10  inches  tall,  plush.  Smiling.  And  why  not?  As  the 

margins,  tripled  revenue 

user-friendly  face  of  Zurich  North  America  Small  Busi¬ 
ness’s  online  insurance  underwriting  system,  Zeta  has 
helped  the  company,  a  division  of  Zurich  North  Amer¬ 
ica,  become  a  key  player  in  the  tough  but  lucrative  mar¬ 
ket  for  small  business  property  and  casualty  insurance. 

To  the  approximately  35,000  independent  insurance  agents  across  the 
country  who  act  as  Zurich’s  de  facto  sales  force,  Zeta— for  Zurich  Ease 
Through  Automation— is  useful  technology  personified.  The  fuzzy  icon 
atop  their  monitors  is  a  plush  reminder  of  how  eZSB  (for  electronic  Zurich 
Small  Business)— Zurich’s  automated,  Web-based  underwriting  system- 
lets  them  create  and  get  approval  for  new  policies  in  minutes  rather  than  the 
hours  or  even  days  that  most  of  Zurich’s  competitors  still  require.  Dubbed 
by  the  CIO  Enterprise  Value  Awards  judges  as  “the  little  application  that 
could,”  eZSB  is  the  key  that  allows  Zurich  Small  Business  to  play,  and  play 
big,  in  a  complex,  regulation-heavy  market  with  razor-thin  profit  margins. 

The  system  itself  isn’t  brand  new  (it  debuted  in  1999)  nor  technologi¬ 
cally  stunning— a  Web  front  end  supported  by  an  IBM  mainframe  data¬ 
base.  Yet  eZSB  keeps  delivering  value  back  to  Zurich  Small  Business,  which 
in  five  years  has  witnessed  a  growth  in  annual  revenue  from  $500  million 
to  $1.5  billion. 

The  reason?  In  developing  eZSB,  Zurich  exploited  the  expertise  of  its  IT 
staff— both  in  technology  and  in  insurance— to  produce  a  system  that  pre- 
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To  develop  an  effective  Web-based 
underwriting  system,  Zurich  North 
America  CIO  Dave  Saul  (with  his 
pal  the  Zeta  doll)  tapped  years  of 
industry  and  IT  experience  among 
Zurich  employees. 


Zurich  North  America 


cisely  targeted  the  needs  of  its  agents.  The 
system’s  automated,  self-service  interface  lets 
agents,  rather  than  Zurich  underwriters, 
control  most  of  the  process  of  applying  for  an 
insurance  policy  and  maintaining  existing 
accounts.  The  comprehensive  eZSB  system 
captures  and  verifies  data,  applies  automated 
underwriting  rules,  calculates  premiums, 
issues  policies,  creates  all  policy  documents, 
and  sends  all  necessary  data  to  downstream 
systems  for  billing,  claims  and  so  on. 

“As  agents,  we  have  a  lot  of  authority  to  go 
in  and  do  things  to  the  policy  ourselves,” 
says  Kelly  Donaldson,  commercial  depart¬ 
ment  manager  for  insurer  Day,  Deadrick  & 
Marshall,  which  has  used  eZSB  since  its  ear¬ 
liest  incarnation. 

In  addition  to  quoting,  issuing  and  pol¬ 
icy-servicing  capabilities,  eZSB  provides 
agents  with  a  single  access  point  for  claims 
and  billing  information,  policy  documents 
and  other  data  sources  they  need  to  serve 
their  clients.  Donaldson  can,  for  example, 
make  changes  on  existing  policies,  submit 
them  to  Zurich  and  receive  back  a  paper 
endorsement  that  she  can  hand  to  the 
client— all  without  having  to  speak  to  or  get 
approval  from  a  Zurich  underwriter  or 
account  representative. 

“That’s  faster  service  to  our  client,  and 
that’s  good  for  us  too,”  Donaldson  says.  With 
time  freed  up,  Day,  Deadrick  &  Marshall’s 
agents  can  concentrate  on  talking  to  exist¬ 
ing  clients  about  additional  coverage  and 
selling  more  policies  to  other  clients,  both  of 
which  contribute  directly  to  the  company’s 
bottom  line.  (Donaldson  declined  to  provide 
specific  figures  but  does  say  eZSB  has 
increased  revenue.) 


CRITICAL  SUCCESS  FACTORS 


Automation  Is  Key 


Small  business  property  and  casualty  can 
be  profitable,  but  it’s  not  an  easy  market  in 
which  to  compete.  For  one,  margins  are  slim. 
“There’s  not  a  lot  of  expense  dollars  in  the 
premium  itself,  so  there’s  a  very  strong  need 
for  the  carrier  and  the  agency  to  be  very  effi¬ 
cient,”  says  Jeff  Yates,  executive  director  of 
the  Agents  Council  for  Technology,  a  work¬ 
ing  group  of  the  Independent  Insurance 
Agents  and  Brokers  of  America  (IIABA). 

That  goal  of  ultimate  efficiency  is  stymied 
by  a  staggering  array  of  complex  rules  and 
regulations.  The  market  is  regulated  by  the 
50  states  individually,  which  means  insur¬ 
ers  must  file  with  each  state  to  do  business 
there,  then  track  and  adhere  to  each  state’s 
pricing  regulations  and  business  rules,  plus 
their  myriad  exceptions,  explains  Dave  Saul, 
executive  vice  president  and  CIO  for  Zurich 
North  America. 

Add  to  that  the  fact  that  property  and 
casualty  is  a  high-volume,  transaction- 
oriented  business  to  begin  with,  and  you 
have  a  situation  ripe  for  automation.  But  cre¬ 
ating  a  new  system— and  getting  agents  to 
use  it— wasn’t  easy.  Before  eZSB,  such  agents 
routinely  devoted  many  hours  to  filling  out 
paper-based  applications,  then  had  to  wait 
anywhere  from  30  to  60  days  for  insurers  to 
review  and  either  approve  or  deny  the  policy. 
As  a  result,  when  policies  came  up  for 
renewal,  agents  were  unlikely  to  switch  car¬ 
riers— and  start  a  whole  new  paper  trail- 
even  if  another  insurer  was  offering  more 
competitive  pricing. 

That  meant  if  Zurich  Small  Business— an 
early  1990s  startup  within  Zurich  North 
America— was  going  to  make  headway  in 


»  Establish  multidisciplined  development  team. 

»  Streamline  processes  using  automation. 

»  Promote  the  system  aggressively  in  the  field  and  solicit  end  user  feedback. 
»  Rely  on  internal  expertise  and  knowledge  of  local  requirements. 

»  Upgrade  features  and  functionality  constantly. 
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the  marketplace,  it  would  have  to  be  not  just 
competitive  in  price  but  efficient  and  user- 
friendly  enough  to  lure  wary  agents  away 
from  their  current  carriers— all  while  still 
delivering  the  data  performance  on  the  back 
end.  “You  can’t  decide  you’re  going  to  play  in 
this  space  and  just  put  together  a  cute  front 
end,”  says  Saul.  “There’s  a  lot  more  to  this 
than  a  creative  website.” 

Saul  speaks  from  experience.  Zurich 
North  America  had  taken  a  stab  once  before 
at  automation.  In  the  early  1990s,  the  com¬ 
pany  had  contracted  with  an  outside  firm  to 
develop  a  policy-administration  system,  but 
the  project  was  never  completed,  for  two  rea¬ 
sons,  according  to  Saul.  First,  the  technol¬ 
ogy  needed  for  such  a  system  was  not  yet 
widely  available.  “Response  time,  user  con¬ 
nectivity  and  hardware  startup  issues  were 
too  burdensome  at  the  time  to  deploy  to 
independent  agents,”  Saul  says. 

And  second,  it  proved  too  difficult  for 
the  third-party  vendor  to  crack  the  intrica¬ 
cies  and  arcana  of  the  insurance  business. 
That  latter  point  taught  Zurich  an  impor¬ 
tant  lesson  that  came  to  bear  on  the  devel¬ 
opment  of  eZSB— namely,  that  Zurich 
Small  Business  should  rely  on  its  own 
internal  expertise  in  insurance. 

“We  have  people  with  14  years’  experi- 
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"We  got  out  there  and 
showed  agents  how  they 
could  use  the  Internetto 
increase  their  margins 
and  pretax  profits. 
Everybody  wants  the 
opportunity  to  make 
more  money.” 

-Ray  Thomas,  CEO,  Zurich  North 
America  Small  Business 


ence  in  insurance,  people  who  are  very 
steeped  in  the  filing  process,  people  with 
years  of  agent  interaction.  And  they  were  all 
part  of  the  team,”  says  Tom  Peach,  senior 
vice  president  for  IT  and  a  founding  member 
of  the  eZSB  development  team.  “One  of  the 
biggest  benefits  that  Zurich  IT  was  able  to 
bring  to  the  business  side  was  knowledge  of 
technical  process  combined  with  insurance 
background.” 

That  kind  of  insurance  expertise  allowed 
eZSB’s  developers  to  not  just  automate  but  to 
rework  and  streamline  the  entire  interaction 
between  Zurich  and  agents.  “Zurich  [devel¬ 


opers]  didn’t  just  automate  the  old  system. 
They  said,  Where  can  we  eliminate  redun¬ 
dancy?”  says  the  IIABA’s  Yates.  “They  really 
did  a  lot  of  work  rethinking  the  workflow. 
They  were  very  efficient  in  looking  at  the 
process  from  the  agents’  perspective.” 

Competitors’  systems  frequently  required— 
and  some  still  do  require— agents  to  enter 
information  multiple  times  and  to  fill  out 
many  pages  of  forms  before  submitting  the 
application  to  the  insurer,  sometimes  only 
to  find  the  carrier  declines  to  issue  a  policy. 
The  eZSB  system  automates  nearly  all  of 
that  process,  says  Day,  Deadrick  &  Mar¬ 
shall’s  Donaldson.  “Quoting,  issuing  and 
delivering  a  new  policy  used  to  take  weeks, 
if  not  months  in  some  instances.  With 
Zurich,  I  can  get  a  policy  issued  and  printed 
out  in  five  minutes.” 

Two-Tiered  Sales  Pitch 

Timing  played  a  leading  role  in  eZSB’s  ulti¬ 
mate  success,  company  executives  acknowl¬ 
edge.  The  system  made  its  debut  in  February 
of  1999,  which  meant  that,  rather  than  muck¬ 
ing  around  with  a  GUI  front  end  to  the 
mainframe-based  policy-writing  system  as 
they  had  the  first  time  around,  Zurich  IT 
developers  were  able  to  take  advantage  of 
the  emerging  Web  for  an  interface. 


“Prior  plays  by  other  carriers  always 
relied  on  specific  hardware,  on  proprietary 
systems,  and  so  they  didn’t  work,”  says  Saul. 
Customer  service  representatives  had  to 
leave  their  PCs  and  physically  walk  across 
the  room  to  the  carriers’  separate  system  to 
submit  and  service  accounts,  which  was 
inconvenient  and  cumbersome.  “That’s  what 
made  the  Internet  such  a  great  option,”  says 
Saul.  “With  eZSB,  the  agents  didn’t  need 
anything  other  than  their  existing  PC  and 
access  to  the  Internet.”  There  was  just  one 
teensy  problem:  At  the  time,  many,  if  not 
most,  independent  agents  either  weren’t 
online  at  all  or  were  connected  via  dial-up 
rather  than  broadband  or  T-l  links. 

Worse,  agents  weren’t  just  unconnected, 
they  were  downright  afraid  of  the  Internet, 
since  the  thinking  in  insurance  circles  at  the 
time  was  that  people  would  soon  be  buying 
policies  directly  from  insurers  over  the  Web, 
thereby  cutting  out  agents  altogether  (a 
disintermediation  scenario  that,  in  small 
business  property  and  casualty,  failed  to 
materialize). 

That  meant  that  if  Zurich  was  to  grab  a 
piece  of  the  market,  it  would  have  to  sell 
agents  not  just  on  the  benefits  of  its  sys¬ 
tems  but  on  the  larger  benefits  of  automa¬ 
tion  in  general. 

“Agents  were  concerned  about  their  liveli¬ 
hood.  We  needed  to  get  out  the  message:  Don’t 
be  afraid  of  the  Web,  here’s  how  you  can  use 
it  to  your  advantage,”  says  Saul. 

Enter  Ray  Thomas,  CEO  of  Zurich  North 
America  Small  Business,  eZSB’s  business 
owner  and  a  man  routinely  referred  to  by 
his  direct  reports  as  an  “innovator”  and  a 
“champion.”  “You  can’t  have  a  better  busi¬ 
ness  sponsor  than  Ray  Thomas,”  says  Peach. 
“Embracing  technology  has  been  one  of  his 
core  missions.” 

Embracing  the  customer— sometimes  lit¬ 
erally— is  another.  Thomas  routinely  barn¬ 
storms  the  country  city  by  city,  personally 
selling  the  benefits  of  the  Internet  in  general 
and  of  eZSB  in  particular,  and  passing  out  a 
passel  of  Zeta  dolls  as  he  goes.  “If  you  told  me 
a  few  years  ago  that  we’d  be  able  to  change 
agents’  behavior  this  quickly,  I’d  have  been 
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shocked,”  Thomas  confesses. 

“When  we  say  independent 
agents,  they’re  really  independ¬ 
ent.  They  don’t  like  to  listen.” 

To  appeal  to  agents’  inherent 
independence,  Thomas  crafted 
a  message  that  emphasized 
how  eZSB  could  benefit  them. 

“We  got  out  there  and  showed 
agents  how  they  could  use  the 
Internet  to  increase  their  mar¬ 
gins  and  their  pretax  profit,” 

Thomas  relates.  “When  I  speak, 

I  say  to  them,  ‘You  are  the 
greediest  group  of  people  I  have 
ever  met  in  my  whole  life.’  It 
gets  a  big  laugh,  but  everybody 
wants  an  opportunity  to  make 
more  money.” 

Doggin’the  Market 

From  1999  to  2003,  Zurich 
Small  Business  increased  its 
policy  count  by  more  than 
100  percent,  a  figure  Thomas 
says  is  directly  attributable  in 
large  part  to  eZSB.  But  five 
years  after  introducing  the  sys¬ 
tem,  Web-based  automation  and  empower¬ 
ing  the  customer  base  are  so  commonplace 
they’re  hardly  considered  innovative  any¬ 
more,  a  fact  not  lost  on  Thomas  and  his  staff. 

Zurich’s  success  has  at  last  attracted  the 
attention  of  its  competitors,  which  were  ini¬ 
tially  slow  to  respond.  Regional  carriers  who 
often  play  in  the  small  business  market  don’t 
always  have  the  capital  to  develop  such  sys¬ 
tems,  and  Zurich  so  far  has  managed  to  keep 
one  step  ahead  of  its  biggest  national  com¬ 
petitors— The  Hartford  Financial  Services 
Group,  The  St.  Paul  Traveler’s  Companies 
and  Safeco— with  a  two-pronged  approach: 
constantly  updating  the  functionality  of 
eZSB  and  staying  extremely,  even  annoy¬ 
ingly,  close  to  its  independent  agents. 

“We  had  somebody  from  their  office  in 
here  just  the  other  day,”  says  Day,  Deadrick 
&  Marshall’s  Donaldson.  “Zurich  is  con¬ 
stantly  looking  for  feedback,  getting  us 
together,  asking  us  what  else  we  want.” 


“We  needed  to  get  out  the 
message:  Don’t  be  afraid 
of  the  Web;  here’s  how 
you  can  use  ittoyour 
advantage.” 


-Dave  Saul,  CIO,  Zurich 
North  America 


When  agents  pointed  out  to  Zurich  that 
one  area  of  eZSB  had  many  “holds”— red 
flags  in  a  policy  application  that  meant  it 
was  referred  to  a  live  underwriter— design¬ 
ers  reworked  the  system  so  that  far  fewer 
policies  need  live  intervention.  “They  didn’t 
loosen  up  their  criteria,  they  made  the 
process  more  streamlined,”  says  Donaldson. 

Zurich  attained  that  goal,  says  Saul,  in 
three  ways:  by  making  the  interface  more 


intuitive,  which  allows  the 
company  to  capture  more  spe¬ 
cific  data  where  needed;  by 
automating  the  process  of  vali¬ 
dating  key  underwriting  attrib¬ 
utes,  which  increases  the 
accuracy  of  automated  under¬ 
writing  decisions,  thereby 
referring  fewer  cases  to  a  live 
underwriter;  and  by  modifying 
and  enhancing  underwriting 
and  rating  rules  so  that  more 
decisions  can  be  made  auto¬ 
matically  rather  than  manually. 

CIO  Saul  says  his  team  has 
retooled  the  system’s  interface 
multiple  times,  added  new 
capabilities  and  reduced  data- 
entry  requirements  wherever 
possible.  One  new  feature,  for 
example,  gives  agents  a  quote 
on  simple,  straightforward 
policies  and  e-mails  them  the 
policy  in  five  minutes,  rather 
than  hours  or  days. 

Next  up,  Zurich  Small  Busi¬ 
ness  is  working  to  integrate 
eZSB  with  industry-standard 
agency  management  software  systems,  a 
move  that  would  allow  agents  to  upload  data 
to  Zurich  directly  from  their  in-house  sys¬ 
tem,  no  Web  front  end  necessary. 

“We  won’t  have  to  exit  one  system  and 
enter  another  to  obtain  the  information  we 
need  in  order  to  answer  clients’  questions,” 
explains  Donaldson,  “and  we’ll  be  able  to 
access  billing,  claim  and  policy  information 
by  pushing  one  button.” 

All  that  activity  gives  Thomas  the  confi¬ 
dence  to  predict  he’ll  be  able  to  stay  ahead  of 
the  competition.  “We’ve  raised  the  bar,  and 
now  they’re  all  coming  after  us,”  he  says. 
“But  it’s  like  we’re  the  rabbit  and  they’re  the 
greyhounds:  They  can  run,  but  they’re  never 
going  to  catch  us.”  K3E1 

Tracy  Mayor  is  a  freelance  writer  based  in  South 
Hamilton,  Mass.  She  can  be  reached  at  tmayor@ 
comcast.net.  E-mail  feedback  on  this  article  to 
Megan  Santosus  at  santosus@cio.com. 
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If  you  were  a  Taxware  customer, 
you  would  be  confident  of  your  next  move. 


Drop 


Shipments 


S.S.T.I 


Sarbanes 

Oxley 


R.O.S. 


Situsing 


Sign  up  on-line  for 
Taxware’s  FREE  webinars 


"^1 


1/26/05  Advanced  Drop  Shipments:  The  “ Deemed  Retailer”  Rules 
2/1 6/05  Taxware  Enterprise  for  SAP  and  PeopleSoft 
3/23/05  VAT  101:  An  Introduction  to  Value  Added  Tax 
4/20/05  Taxware  Enterprise  &  TaxSolver:  Simplifying  VAT  Compliance 
5/18/05  SSTI  Update 
6/1 5/05  Taxware  Enterprise  for  Oracle 
7/13/05  Situs  Determinations  in  the  U.S.  Marketplace 
8/17/05  What’s  New  With  Taxware  Enterprise 
9/1 5/05  Tax  Holidays  &  Amnesties 
10/19/05  Taxware  in  the  POS  Environment 
11/16/05  Complying  with  Sarbanes-Oxley 
1 2/7/05  TaxSolver:  Helping  Your  Business  Comply  with  Section  404 


For  CEOs  and  CFOs,  the  rules  of  the  game  have  changed. 
Corporate  accounting  scandals  such  as  Enron,  WorldCom, 
Health  South,  Parmalat,  and  Vivendi  have  shaken  things 
up  and  led  to  strict  accounting  and  oversight  controls 
being  put  in  place  both  domestically  and  abroad  -  and  the 
penalties  for  non-compliance  are  severe. 

That’s  why  more  and  more  companies  are  partnering 
with  Taxware  -  to  guide  them  through  these  complicated 
issues  while  ensuring  compliance,  minimizing  risk,  and 
avoiding  penalties. 

Taxware  is  a  name  that's  well  known  among  corporate  tax 
departments,  but  only  recently  has  it  begun  to  fall  within 
the  purview  of  the  CFO  and  CEO.  Here's  what  you  need  to 
know  about  us:  we’ve  been  experts  in  transaction  taxes 
for  a  quarter  century.  We  do  our  own  tax  research,  drawing 
upon  one  of  the  industry’s  largest  dedicated  staffs  of  tax 
attorneys,  analysts,  and  researchers.  We’re  experts  in 
sales  tax,  use  tax,  and  value  added  tax,  and  we’ve  got  our 
finger  on  the  pulse  of  the  industry. 


We  understand  the  ramifications  of  the  Sarbanes-Oxley 
Act  in  the  U.S.,  the  Loi  de  Securite  Financiere  in  France,  the 
8th  Company  Directive  in  the  European  Union,  the 
Corporate  Law  Economic  Reform  Program  # 9  in  Australia, 
and  the  Kouninkaishihou  no  ichibu  wo  kaisei  suru  houritsu 
in  Japan.  We’re  on  the  leading  edge  of  the  Streamlined 
Sales  Tax  Initiative  (SSTI),  ready  to  go  live  the  day  that 
legislation  is  passed,  and  we’re  plugged  into  the  more 
recent  phenomenon  of  sales  tax  holidays. 

We’ve  incorporated  our  considerable  tax  knowledge 
into  our  flagship  product,  Taxware  Enterprise.  It 
works  hand  in  hand  with  your  ERP  or  financial  system, 
whether  it’s  PeopleSoft,  Oracle,  SAP,  or  another.  Using 
our  TaxSolver  module,  it  can  even  populate  your  tax 
forms  automatically. 

Taxware  is  the  right  choice  for  your  corporation,  regardless 
of  its  size  or  geography.  We  are  firmly  committed  to  this 
marketplace,  we  have  exciting  ideas  about  the  future,  and 
we  have  the  backing  of  First  Data  Corporation  behind  us. 


Taxware  Taxware  LP  •  27  Congress  Street  •  Salem,  MA  01970  •  877-TAXWARE  •  www.taxware.com 

Copyright  ®  2004  Taxware,  LR  All  rights  reserved.  Taxware  is  a  subsidiary  of  First  Data  Corporation. 
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CIO  Carl  Wilson; 

Amy  McPherson, 
executive  VP, 
sales  and  marketing. 
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GRAND  WINNER 


Marriott  International  Inc. 

industry:  Hospitality 
location:  Washington,  D.C. 

REVENUE:  $9  billion 

EMPLOYEES:  128,000 
www.marriott.com 

winning  system:  The  One  Yield  revenue  management  tool 
optimizes  revenue  earned  from  every  available  hotel  room  and 
meeting  space  across  eight  brands  and  more  than  1,700  proper¬ 
ties  worldwide. 

business  value:  Hotels  using  One  Yield  have  seen  up  to  a 
2  percent  increase  in  revenue  from  leisure  travelers,  for  a  total 
annual  hotel  profit  increase  of  $86  million  in  2004.  The  system  has 
also  saved  Marriott  nearly  $1.4  million  in  onetime  costs,  as  well 
as  $2.7  million  in  annual  IT  support  and  training  costs. 

success  strategy:  A  business  sponsor  codeveloped  the 
business  case  for  One  Yield  alongside  IT,  and  a  joint  IT-business 
team  managed  the  project.  Monthly  communication  with  user 
constituencies  and  self-training  materials  built  into  the  system 
aided  adoption. 

investment:  $7.6  million  over  three  years;  $4  million  annual 
maintenance 

key  technologies:  IBM  DB2  mainframe,  IBM  WebSphere, 
Actuate  Reporting,  centralized  J2EE  architecture  and  a  Web-based 
application  accessible  from  any  Marriott-networked  PC,  as  well 
as  via  the  Internet,  with  single  log-in  authentication 

it  executives:  Carl  Wilson,  executive  VP  and  CIO; 

John  Whitridge,  VP,  revenue  management  systems 

business  sponsors:  Amy  McPherson,  executive  VP, 
sales  and  marketing;  Nell  Williams,  VP,  revenue  management 
transformation  and  systems  strategy 


what  we  liked:  Took  a  calculated  risk 
on  new  technologies  and  pulled  off  a  global 
rollout  across  diverse  constituencies. 
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Maureen  Cronin,  division 
chief,  community 
services  management; 
Gary  Rossman,  director, 
Office  of  Information 
Management. 


GRAND  WINNER 


Pennsylvania  Department  of  Public  Welfare 

industry:  Government 
location:  Harrisburg,  Pa. 

BUDGET:  $19  billion 

EMPLOYEES:  19,000 
www.dpw.state.pa.us 


winning  system:  The  Home  and  Community  Services  Infor¬ 
mation  System  (HCSIS)  is  a  Web-based,  integrated  client  informa¬ 
tion  management  system.  Case  managers  use  the  system  to 
access  case  information  and  monitor  quality  of  care  for  mentally 
retarded  clients.  Families  use  HCSIS’s  online  directories  to  apply 
for  services  and  choose  providers. 

business  value:  The  client  management  system  improved 
delivery  of  care  and  quality  of  life  for  clients  by  reducing  all  abuse 
or  neglect  incidents— including  use  of  restraints,  ER  visits  and 
deaths.  It  enabled  clients  and  their  families  to  take  a  more  active 
role  in  choosing  services  and  providers. 

success  strategy:  The  DPW  involved  many  stakeholders  in 
the  design  and  development  of  HCSIS,  including  clients,  family 
members,  county  workers,  thought  leaders  in  the  field,  advocates 
and  commonwealth  employees— a  unique  approach  in  the  public 
welfare  sector. 

investment:  $50  million 

key  technologies:  Web-based  tiered  platform  incorporating 
.Net;  Unisys  ES7000/230  Partition  CPUs,  running  Windows  2000 
data  center  SP2,  Oracle  8.1.7  and  Microsoft  IIS  5.0 

it  executive:  Gary  Rossman,  director,  Office  of  Information 
Management 

business  sponsor:  Maureen  Cronin,  division  chief, 
community  services  management 


what  we  liked:  Transformed  client 
caseworker  focus  from  “What  services  will 
we  provide?”  to  “What  does  this  person 
want  to  do,  and  how  can  we  help  him  do  it?” 


Robert  Davidson; 
Hardt,  president, 
Data-Tronics. 


ABF  Freight  System  Inc. 

industry:  Transportation 
location:  Fort  Smith,  Ark. 
revenue:  $1.4  billion 

EMPLOYEES:  13,100 
www.abf.com 

winning  system:  ABF’s  wireless  and  Internet-based  logistics 
management  tools  integrate  its  entire  suite  of  supply  chain  serv¬ 
ices.  Customers  use  ABF.com  to  schedule,  route  and  reroute  ship¬ 
ments  and  view  real-time  shipping  information. 

business  value:  “In  transportation,  visibility  and  control  are 
real  tangible  benefits,”  says  Chris  Baltz,  ABF’s  VP  of  marketing  and 
pricing.  “This  keeps  us  from  being  a  commodity  in  a  commodity 
business."  Internal  productivity  and  transactional  savings  have 
totaled  millions  of  dollars  over  two  years. 

success  strategy:  The  company’s  longstanding  tradition  of 
a  close  interaction  between  customers  and  systems  analysts  and 
programmers  led  to  this  achievement.  The  concept  for  ABF.com 
was  hatched  after  a  meeting  between  programmers  and  a  cus¬ 
tomer,  in  which  the  customer  walked  programmers  through  a  day 
in  their  work  life. 

investment:  $1.2  million  for  development 

key  technologies:  Nextel  i700plus  Internet-ready  phones 
(with  microbrowser)  for  integrated  mobile  voice  and  data  services, 
Internet  platform  of  Microsoft  IIS  5.0  on  Windows  2000  servers 

it  executives:  David  Hardt,  president,  Data-Tronics; 

Michael  Newcity,  director,  e-systems  and  emerging  technologies 

business  sponsors:  Robert  Davidson,  president  and  CEO; 
Chris  Baltz,  VP,  marketing  and  pricing 


what  we  liked:  Simultaneously  inte¬ 
grated  internal  operations  while  providing 
customers  with  significant  logistics  control. 
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AT&T  Corp. 

industry:  High-Tech/Telecom 
location:  Bedminster,  N.J. 
revenue:  $34.5  billion 

EMPLOYEES:  49,000 
www.business.att.com 

winning  system:  The  AT&T  BusinessDirect  customer  portal 
gives  business  customers  visibility  into  and  hands-on  control  over 
their  networks.  Enterprise  customers  can  directly  integrate  their  own 
inventory  management,  maintenance  and  ordering  systems  with 
AT&T’s  provisioning,  repair  and  inventory  systems. 

business  value:  Customers  say  BusinessDirect  reduced 
their  network  management  labor  by  10  percent  to  40  percent. 

From  2003  to  2004,  AT&T  BusinessDirect  increased  revenue 
by  29  percent  and  cost  savings  by  31  percent. 

success  strategy:  AT&T  migrated  multiple  operational 
processes  and  systems  into  a  unified,  shared  system,  adhering  to 
its  “Concept  of  One/Concept  of  Zero"  mantra-meaning,  do  it 
once,  do  it  right  and  use  it  everywhere,  with  zero  defects  and  zero 
human  intervention. 

investment:  $6.8  million;  annual  maintenance  of  $4.4  million 

key  technologies:  Platform  consists  of  data  services  layer, 
application  layer,  and  publication  layer,  utilizing  Sun  E420R,  E5500 
and  E6500  servers  running  Dynamo,  iPlanet,  Java  JDK,  Oracle, 
Solaris  and  Weblogic. 

it  executive:  Hossein  Eslambolchi,  CIO  and  CTO;  president 
of  AT&T  Global  Networking  Technology  Services  and  AT&T  Labs 

business  sponsor:  Robert  Sloan,  VP,  e-sales  and  service 


what  we  liked:  Brought  the  external 
customer  into  the  enterprise,  granting 
access  to  the  heart  of  the  network. 


1  f 
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Caterpillar  Inc. 

industry:  Manufacturing 
location:  Peoria,  III. 
revenue:  $22.8  billion 

EMPLOYEES:  76,000 
www.cat.com 


winning  system:  The  Caterpillar  Six  Sigma  Suite  is  a  combi¬ 
nation  of  applications  that  help  employees,  dealers  and  suppliers 
follow  the  Six  Sigma  methodology  to  resolve  problems  and  improve 
processes. 

business  value:  This  suite  of  applications  facilitates  Six 
Sigma  employee  training  and  the  initiation  and  management  of 
Six  Sigma  projects.  It  also  enables  employees  to  share  quality 
improvement  solutions  across  the  enterprise.  Since  2001,  this  has 
helped  the  company  save  or  avoid  costs  totaling  over  $730  million. 

success  strategy:  The  company  chose  a  “transforma¬ 
tional”  strategy,  according  to  CIO  John  Heller,  rolling  out  Six  Sigma 
to  the  entire  enterprise  within  100  days,  backed  by  senior  leader¬ 
ship’s  commitment,  which  cascaded  through  the  company. 

investment:  $1  million  to  $2  million;  $500,000  annual 
maintenance 

key  technologies:  Lotus  Notes  applications  with  Web  inter¬ 
faces;  financial  reporting  system  runs  WebSphere  with  Java-based 
DB2  databases;  business  intelligence  architecture  incorporates 
Cognos  PowerPlay  for  end-user  query,  reporting  and  analysis 

it  executive:  John  S.  Heller,  VP  and  CIO 

business  sponsor:  Scott  Johnson,  director,  corporate 
Six  Sigma 


what  we  liked:  Used  existing 
infrastructure  for  quick  and  inexpensive 
enterprisewide  rollout. 
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CMO  Kyle  J.  Heath; 
CIO  Douglas  D.  Caddell. 


CIO  Gene  Batchelder; 
Tom  Liberti,  general 
manager,  lubricants. 


ConocoPhillips 


Foley  &  Lardner  LLP 


industry:  Retail/Wholesale/Distribution 

LOCATION:  Houston 

REVENUE:  $150  billion 

EMPLOYEES:  39,000 
www.  conocophillips.  com 


industry:  Management  Services 
location:  Milwaukee 
revenue:  $525  million 

EMPLOYEES:  2,300 
www.foley.com 


winning  system:  ConocoPh  i  1 1  i  ps’  lubricants  group  developed 
Lubestream  to  integrate  its  value  chain,  from  order  placement  to 
invoicing.  Customers  place  orders  electronically  via  the  portal 
using  their  own  purchase  order  systems;  these  orders  then  go  to 
ConocoPhillips’  SAP  transaction  engine  via  EDI,  FTP  or  the  Web. 

business  value:  Lubestream  makes  it  easier  for  customers 
to  do  business  with  the  lubricants  group  and  has  reduced  operat¬ 
ing  costs  by  $7  million  over  two  years. 

success  strategy:  “What  distinguished  Lubestream  was 
the  business  partnership  that  set  the  tone  for  this  to  be  a  business 
project,  not  a  systems  project,"  says  Chris  Baumann,  the  project's 
IT  sponsor.  The  team  worked  closely  with  customers  on  adoption 
to  achieve  an  electronic  order  capture  rate  of  83  percent. 

investment:  $4.6  million;  $1.1  million  annual  maintenance 

key  technologies:  Datacor’s  Java-based  eChempax  serves 
as  transaction  engine  and  integrates  with  SAP.  The  Web  portal 
functionality  was  developed  with  Microsoft  Visual  Studio  .Net,  with 
a  back-end  SQL  Server. 

it  executives:  Gene  Batchelder,  VP  of  services  and  CIO; 

Chris  Baumann,  manager  of  transportation  and  specialty  busi¬ 
nesses  information  services 

business  sponsors:  Tom  Liberti,  general  manager,  Conoco¬ 
phillips  lubricants;  Lou  Burke,  manager,  commercial  lubricants 


what  we  liked:  Outstanding  teamwork  led 
to  greater  technical  excellence  than  either 
Conoco  or  Phillips  possessed  before  their 
merger. 


winning  system:  The  Foley :C I ientSu ite  set  of  collaboration 
and  case  management  tools  lets  Foley  &  Lardner  quickly  and 
cheaply  create  custom  extranets  for  client  use  in  accessing  case 
information.  It  is  also  a  knowledge  management  platform  for  Foley 
&  Lardner  lawyers,  offering  easy  access  to  the  best  and  brightest 
thinking  in  the  firm. 

business  value:  The  advantages  of  extranet  case  access 
have  prompted  clients  to  transfer  work  to  Foley  &  Lardner  from 
other  law  firms.  “We  are  getting  more  business,  new  business  and 
retaining  existing  business,  directly  attributable  to  ClientSuite," 
says  CIO  Doug  Caddell.  The  system  has  reduced  lawyers’  adminis¬ 
trative  workload.  And  in  one  practice  area  alone,  automated 
workflow  has  cut  annual  costs  by  $3.2  million. 

success  strategy:  At  law  firms,  IT  investments  come  out 
of  partners’  pockets.  The  IT  group  kept  costs  down  by  using  object- 
oriented  architecture  and  modular  components,  which  also  helped 
Foley  &  Lardner  provide  the  service  at  no  cost  to  clients. 

INVESTMENT:  $400,000 


key  technologies:  Developed  with  extreme  programming 
in  six  months  using  ColdFusion  5  (now  ported  to  .Net);  search 
functions  built  with  Verity’s  K2  Enterprise  tool 

it  executive:  Douglas  D.  Caddell,  CIO 

business  sponsor:  Kyle  J.  Heath,  chief  marketing  officer 


what  we  liked:  Correctly  read  the  trends 
in  its  market  and  responded  with  a  com¬ 
petitive  master  stroke. 
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St.  Jude  Children’s  Research  Hospital 


Zurich  North  America 


industry:  Health  Care 
location:  Memphis,  Tenn. 
revenue:  $363  million 

EMPLOYEES:  3,000 
www.stjude.org 

winning  system:  Researchers  use  St.  Jude’s  data  warehouse 
system  to  collect  and  share  data  from  the  organization’s  Clinical 
Research  Information  System  and  various  legacy  databases. 

business  value:  The  system  eliminates  much  of  the  time  and 
cost  of  building  data  marts  to  support  new  research  protocol  studies, 
saving  St.  Jude  more  than  $1  million  bi-annually,  while  facilitating  its 
core  mission  of  finding  cures  for  children’s  catastrophic  diseases. 

success  strategy:  The  configuration  management  team¬ 
comprising  key  stakeholders  from  the  business,  research  and  IT 
side-worked  collaboratively  to  develop  a  reusable,  component- 
based  infrastructure  to  accommodate  all  researchers’  data  cap¬ 
ture,  analysis  and  reporting  needs. 

investment:  $101,000  for  software 

key  technologies:  Extracts  data  from  an  Oracle  9i  database 
nightly;  meta-data  staged  in  the  Clinical  Research  DSS  staging  area 
in  MS  SQL,  where  DTS  process  moves  data  into  data  marts;  uses 
access  data  and  prepares  reports  with  Hyperion  Performance  Suite 

it  executives:  Joe  McPherson,  director,  Clinical  Research  Infor¬ 
matics;  William  C.  Smith,  project  manager,  Clinical  Data  Warehouse 

business  sponsors:  Dr.  Cheryl  Chanaud,  VP,  Clinical 
Research  Administration 


industry:  Financial  Services 
location:  Schaumburg,  III. 

revenue:  $15.5  billion  (commercial  property  and  casualty 
business) 

EMPLOYEES:  11,000 
www.zurichna.com 

winning  system:  The  eZSB  automated  underwriting  system 
is  used  by  independent  agents  who  serve  the  small-business 
market  to  issue  policies,  price  quotes  and  risk  reports. 

business  value:  Independent  agents  can  spend  more  time  sell¬ 
ing  rather  than  processing  transactions,  thereby  creating  a  grow¬ 
ing,  profitable  business  in  a  low-margin  market.  The  Zurich  North 
America  Small  Business  division  grew  from  $500  million  in  rev¬ 
enue  in  1999  to  $1.5  billion  in  2003. 

success  strategy:  Ray  Thomas,  CEO  of  Zurich  North  America 
Small  Business,  sold  reluctant  agents  on  eZSB  by  traveling  around 
the  country  doing  road  shows.  “There  was  a  lot  of  fear,  uncertainty 
and  doubt  about  what  the  Web  was  going  to  do  to  their  business," 
says  Executive  VP  and  CIO  Dave  Saul.  “Ray  went  out,  city  by  city, 
talking  to  100,  200  industry  agents  at  a  time,  and  showed  them 
how  technology  could  help  their  business-and  ours.” 

investment:  $10.8  million;  $2.1  million  annual  maintenance 

key  technologies:  eZSB  uses  MQSeries  software  to  trans¬ 
port  completed  policies  as  XML  to  IBM  mainframe;  report  server 
farm  uses  Crystal  Reports  and  ActivePDF  to  generate  quotes, 
premium  details,  policy  proposals  and  risk  management  reports. 

it  executive:  Dave  Saul,  executive  VP  and  CIO,  Zurich  North 
America 


what  we  liked:  Convinced  doctors  to 
agree  on  data  definitions  and  relinquish 
control  of  their  data. 


business  sponsor:  Ray  Thomas,  CEO,  Zurich  North  America 


Small  Business 


what  we  liked:  Tailored  IT  solution  to  the 
characteristics  of  a  tough  new  market. 
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Road-Warrior 


f 


{ 


Small  Workgroup  Office  V 


*  Branch  Office  \  ^  W  ” 

*  *  Corporate  Office-  ja| 


*  Home  Office 


Take  cost  out  of  your  business  and  increase  productivity 


No  matter  where  you  do  business 


The  Brother  Advantage 

>-  Comprehensive  selection 
^  Increased  productivity 
>■  Lower  acquisition  costs 


Brother  Printer,  Fax  and  Multi-Function  Center®  models  — 
designed  to  increase  productivity  while  decreasing  overhead. 


Reduced  consumable  costs 
24/7/365  support  and  service 
>■  Free  evaluation  program 


Mobile  Printing  Solutions 


Labeling  Solutions 


Considering  that  over  94%  of  Fortune  1000  company  employees  work 
outside  corporate  headquarters*,  equipping  them  with  a  cost-effective 
solution  is,  to  say  the  least,  a  major  challenge. 

That's  why  Brother's  Commercial  Division  is  committed  to  providing 
superior  and  reliable  imaging  solutions  that  increase  productivity  while 
reducing  costs.  This  enables  businesses  like  yours  to  effectively  address  critical 
organizational  goals  and  challenges. 

But  it  is  our  product  reliability,  coupled  with  a  responsive  nationwide 
support  and  service  network,  that  has  companies  like  yours  putting  Brother  at 
the  top  of  their  requisition  lists. 

Brother's  Commercial  Division  welcomes  the  opportunity  to  put  our 
resources  to  work  for  you.  Contact  us  today  so  we  can  show  you  how  we  can 
positively  impact  your  bottom  line  while  enhancing  your  performance. 


Desktop  Laser  Solutions  Color  Laser  Solutions 


For  more  information,  call  1-866-455-7713. 


Network  Printer  Solutions 


Multi-Function  Solutions 


Fax  Solutions 


*Purchase  Influence  in  Larger  American  Businesses  (Erdos  &  Morgan,  2001). 


©  2005  Brother  International  Corporation,  Bridgewater,  NJ  •  Brother  Industries  Ltd.,  Nagoya,  Japan 

For  more  information  visit  our  Web  site  at  www.brother.com 


Who  was  selected  as  best  in  Bl? 

Siebel  Business  Analytics 
Best  Business  Intelligence  Application 
2004  RealWare®  Award  Winner 


Siebel  Business  Analytics  received  the  most  prestigious  Bl  award  because  unlike 
traditional  Bl  vendors,  Siebel  meets  the  new  business  demands  of  enterprise  Bl. 
Siebel  delivers  richer,  real-time  intelligence  for  everyone  across  your  enterprise. 
Working  seamlessly  with  your  existing  systems  and  data  warehouses,  Siebel’s  mission- 
critical  Bl  architecture  supports  multi-terabytes  of  data  and  thousands  of  users. 
And  Siebel's  pre-built  solutions  embed  industry-specific  best  practices  that  are 
fl  exible,  quickly  implemented,  and  deliver  low  TCO. 

To  learn  more,  visit  www.siebel.com/realware 


Siebel 

Business  Analytics 


©2005  Siebel  Systems,  Inc.  All  rights  reserved.  Siebel  and  the  Siebel  logo  are  trademarks  of  Siebel  Systems,  Inc.  and  may  be  registered  in  certain  jurisdictions. 
RealWare  is  a  registered  trademark  of  Intelligent  Enterprise. 
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ESSENTIAL 


FROM  INCEPTION  TO  IMPLEMENTATION -I. T.  THAT  MATTERS 


clindquist@cio.com 


A  slew  of  high¬ 
speed  wireless 
technologies  are 
on  the  stove. 
But  some  are 
half-baked. 
And  others 
could  burn  you. 


New  Way  of  Wireless 

BY  GALEN  GRUMAN 

MOBILE  COMMUNICATIONS  |  After  years  of  promises.  North  American  wireless 
carriers  are  rolling  out  high-speed  data  networks  to  bring  remote  users  into  the  connectiv¬ 
ity  mainstream.  The  newest  versions  of  the  global  system  for  mobile  communication  (GSM) 
and  code  division  multiple  access  (CDMA)  cellular  networks  offer  real-world  speeds  of 
100Kbps  to  500Kbps,  or  three  to  10  times  the  throughput  of  previous  offerings.  But  as  the 
carriers  begin  their  cellular  network  upgrades,  several  other  wireless  broadband  technolo¬ 
gies  are  being  touted  that  will  offer  real-world  speeds  of  1Mbps  or  more  in  the  coming  years. 

This  ongoing  evolution  of  wireless  networks  makes  it  hard  for  CIOs  to  pick  technology 
paths  for  their  mobile  deployments.  In  some  cases,  your  chosen  carrier  will  pick  for  you.  In 
other  situations,  you’ll  have  multiple,  conflicting  options.  Either  way,  it  pays  to  know  what’s 
available,  what’s  coming  and  what  this  alphabet  soup  of  acronyms  really  means. 

Space  Camp 

Cellular  networks  fall  into  two  main  camps:  CDMA  (used  by  Sprint  PCS  and  Verizon 
Wireless)  and  GSM  (supported  by  Cingular  Wireless  and  T-Mobile).  Each  camp  has  several 
iterations  of  high-speed  wireless  service,  with  carriers  choosing  different  versions  and 
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implementing  them  at  different  times.  The 
situation  prevents  customers  from  count¬ 
ing  on  universal  access  to  a  given  service. 

But  carriers  are  not  limited  to  GSM  and 
CDMA;  they  could  add  new  technologies— 
such  as  Flash  orthogonal  frequency  division 
multiplexing  (OFDM),  the  Institute  of  Elec¬ 
trical  and  Electronics  Engineers’  (IEEE) 
802.16  (popularly  known  as  WiMax),  and 
Universal  Mobile  Telecommunications  Sys¬ 
tem’s  telecommunications  display  device 
(UMTS-TDD)— that  provide  data-only  con¬ 
nections.  (The  fifth  major  U.S.  carrier,  Nextel 
Communications,  uses  Motorola’s  iDen  cel¬ 
lular  technology,  which  offers  throughput 
of  about  35Kbps.  For  Nextel  to  offer  greater 
bandwidth  means  moving  its  network  to 
either  CDMA  or  GSM,  or  deploying  a  sepa¬ 


rate  network  such  as  Flash  OFDM— though 
its  recent  merger  with  Sprint  likely  means  it 
will  move  to  CDMA  technologies.) 

CDMA  Solutions 

Today,  Sprint  PCS  and  Verizon  Wireless  offer 
CDM  A2000  LxRTT  in  most  areas,  providing 
throughput  of  about  30Kbps  to  50Kbps. 
That’s  for  e-mail  or  a  short  database  query, 
but  little  else.  So  the  carriers  are  beginning  a 
migration  to  CDMA2000  lxEVDO,  which 
offers  throughput  of  100Kbps  to  300Kbps. 
Verizon  already  offers  EVDO  service  in 
30  major  U.S.  cities  (including  New  York, 
Atlanta  and  Los  Angeles)  and  expects  to 
make  it  available  nationally  by  the  end  of  this 
year.  Sprint  plans  to  launch  EVDO  service 
this  year,  but  has  not  said  which  cities  will  get 
it  first. 

Performance  was  why  Optimus  Solu¬ 
tions  shifted  its  IT  consultants  from  Sprint’s 
lxRTT  network  to  Verizon’s  lxEVDO  serv¬ 
ice.  Optimus  consultants  claim  connection 
speeds  of  about  250Kbps,  says  CIO  Steve 


McDonald,  letting  them  quickly  receive 
large  PowerPoint  and  other  files  and  run 
more  bandwidth-intensive  applications. 

Even  with  the  EVDO  boost,  250Kbps  is 
slower  than  a  home  broadband  connection. 
Worse,  cellular  data  connections  allocate 
most  of  the  bandwidth  to  downloading.  So 
even  now,  Optimus  employees  avoid  appli¬ 
cations  that  send  lots  of  data.  Despite  the 
limitations,  at  $80  per  month  per  user, 
McDonald  says  the  service  costs  less  than 
paying  for  broadband  connectivity  at  hotels 
or  Wi-Fi  hot  spots,  plus  its  consultants  can 
connect  from  almost  anywhere. 

GSM  Advances 

GSM-based  carriers,  including  Cingular 
Wireless  and  T-Mobile,  have  some  catching 


up  to  do.  They  now  offer  general  packet 
radio  service  (GPRS)  in  most  areas,  provid¬ 
ing  throughput  of  about  30Kbps  to  50Kbps. 
But  the  next  iteration.  Enhanced  Data  GSM 
Environment  (EDGE),  offers  throughput  of 
on  50Kbps  to  200Kbps— significantly  less 
than  CDMA2000  lxEVDO.  The  version 
beyond  that,  UMTS,  provides  100Kbps  to 
350Kbps  speeds.  But  Cingular  currently 
offers  UMTS  service  in  only  six  cities  (with 
a  national  rollout  slated  for  later  this  year), 
EDGE  in  about  half  its  coverage  area  and 
GPRS  in  the  rest.  T-Mobile,  meanwhile, 
offers  just  GPRS  and  plans  to  offer  UMTS 
service  in  2007.  But  GSM  does  have  an 
advantage:  Although  slower,  GSM  net¬ 
works  operate  in  much  of  the  world,  pro¬ 
viding  broadband  access  to  global  travelers. 

Cloudy  Ether 

Look  out  further,  and  the  picture  gets 
murkier.  The  GSM  extensions,  high-speed 
downlink  packet  access  (HSDPA)  and  high¬ 
speed  uplink  packet  access  (HSUPA),  due  in 


Taking  Full 
Advantage 
of  Fiber 
Backbones 

There’s  a  lot  of  fiber  out  there,  and  some 
carriers  are  trying  to  find  ways  to  use  it  all. 

Synchronous  DSL,  for  instance,  can  use 
fiber  backbones  to  bring  Tl-like  connections 
to  small  offices  and  retail  outlets  at  a  lower 
cost,  says  IDC  analyst  Sterling  Perrin.  Simi¬ 
larly,  carriers  are  bringing  optical  cables  to 
neighborhoods  through  overhead  wiring  or 
existing  underground  tubes.  In  either  case, 
the  carrier  completes  the  connection  to  the 
home  or  office  using  traditional  copper 
wires,  often  using  the  phone  lines  already  in 
place,  he  notes.  Current  DSL  speeds  are  lim¬ 
ited  to  about  400Kbps,  but  the  new  very- 
high-bit-rate  DSL  (VDSL)  standard  could 
increase  that  to  10Mbps,  and  the  under¬ 
development  VDSL2  standard  could  boost 
that  tenfold  in  2006. 

In  new  buildings,  all-fiber  networks 
make  sense,  says  Jay  Fausch,  senior 
marketing  director  at  telecom  equipment 
maker  Alcatel,  because  they  cost  only 
slightly  more  than  copper-based  networks. 
Bringing  fiber  to  network  closets  and  then 
using  fast  connections  to  the  user  also 
makes  sense  for  an  enterprise  seeking  to 
make  huge  amounts  of  bandwidth  avail¬ 
able  throughout  a  building,  says  David 
Murashige,  a  Nortel  networks  vice  presi¬ 
dent.  Such  technologies  include  traditional 
Ethernet,  the  802.11a/g  or  proposed  faster 
802. lln  Wi-Fi  technologies,  the  streaming- 
media-oriented  ultrawideband  (UWB) 
wireless  technology  and  the  forthcoming 
USB  3  wired  standard. 

The  existing  fiber  backbone  also  pro¬ 
vides  the  basis  for  metro  Ethernet  services, 
which  lets  carriers  connect  business  loca¬ 
tions  over  an  all-IP  network  at  10Mbps  or 
better  throughput  and  ensure  minimum 
service  levels,  Perrin  says.  For  the  enter¬ 
prise,  he  adds,  "it’s  cheaper  than  T3  or 
other  phone-network-based  lines."  -G.G. 


(This  ongoing  evolution  of  the  cellular 
networks  and  the  promised  availability 
of  alternatives  makes  it  hard  for  CIOs 
to  pick  technology  paths. 
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JUST  BECAUSE  THE  SYSTEM  IS  DOWN 
DOESN’T  MEAN  THE  PEOPLE  USING  IT  SHOULD  BE. 


Constant,  uninterrupted  access  to  critical  data,  systems  and  people.  Even  when  something  goes  wrong,  That’s  Information  Availability.  And  one  of  the 


best  ways  to  virtually  guarantee  Information  Availability  is  by  running  your  production  systems  out  of  our  facilities.  You  manage  your  applications  and 
data  while  SunGard  Availability  Services  helps  to  ensure  that  the  infrastructure  and  technical  support  you  need  is  always  on.  SunGard  can  offer  a  secure 
and1  scalable  environment  at  a  lower  operational  cost  for  production.  Plus  we  have  over  60  state-of-the-art  hardened  facilities  with  network, 


power  and  equipment  redundancies  that  are  unparalleled.  For  a  free  copy  of  the  IDC  White 
Paper:  “Ensuring  Information  Availability”  visitwww.availability.sungard.com/idcwp. 


SUNGARD 

Availability  Services 


Keeping  People 
and  Information 
Connected 1'  ” 
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one  to  three  years,  should  boost  speeds 
above  500Kbps;  HSUPA  will  provide  more 
equal  split  between  uploads  and  down¬ 
loads,  making  it  better  suited  for  desktop¬ 
like  traffic. 

Step  out  of  the  current  network  schemes, 
and  you’ll  find  even  more  options,  such  as 
Flash  OFDM,  a  proprietary  technology 
from  Flarion  Technologies  that  the  com¬ 
pany  claims  can  offer  real-world  speeds  of 
up  to  1Mbps  for  users  in  motion  and  greater 
than  1Mbps  for  those  not  moving. 

But  Flash  OFDM  requires  both  licensed 
spectrum  and  the  addition  of  transmitters 
and  receivers  at  cell  sites,  which  equals  sig¬ 
nificant  carrier  investment.  Nextel  Com¬ 
munications  is  offering  a  trial  commercial 
service  to  consumers  and  businesses  in  the 


Raleigh-Durham,  N.C.,  area.  But  other  car¬ 
riers  have  been  cool  to  Flash  OFDM,  notes 
Ovum  Principal  Analyst  Jeremy  Green. 

Whether  or  not  major  carriers  adopt  Flash 
OFDM,  it  could  still  have  a  place  for  govern¬ 
ment  and  military  networks.  That’s  why  the 
District  of  Columbia  is  testing  the  technol¬ 
ogy  to  connect  police,  firefighters,  ambu¬ 
lances,  hospitals  and  hazmat  teams.  Activated 
in  late  September  2004,  the  district  uses 
the  network  to  transmit  surveillance  video 
from  helicopters  to  the  ground  and  com¬ 
puter  models  for  chemical  spills  to  and  from 
hazmat  teams,  says  D.C.  CTO  Suzanne  Peck. 

D.C.  got  a  temporary  waiver  from  the 
Federal  Communications  Commission  to 
run  its  own  network  in  that  spectrum  while 
Congress  debates  allocating  the  700MHz 
space  to  public  safety  agencies  so  that  they 
can  deploy,  or  lease,  similar  networks  with¬ 
out  fear  of  interference  from  other  radio  net¬ 
works.  (The  current  public  safety  spectrum 
is  adjacent  to  the  802.11a  spectrum  used  in 
some  Wi-Fi  hardware.) 


The  district  considered  using  EVDO 
from  Verizon  but  decided  the  subscription 
costs  and  inability  to  establish  service  pri¬ 
orities  in  case  of  a  disaster  meant  it  needed 
to  run  its  own  system,  says  D.C.  Deputy 
CTO  Robert  LeGrande.  The  need  for  such 
control  became  apparent  after  communica¬ 
tion  meltdowns  on  9/11,  he  recalls.  D.C.  also 
expects  big  returns;  it  saved  $10  million  of 
its  $30  million  wired  phone  service  budget 
by  taking  that  network  in-house,  Peck  says. 

WhyNotWiMax? 

Based  on  the  recently  approved  IEEE 
802. 16d  standard,  fixed  WiMax  has  received 
a  lot  of  attention  lately  as  a  wireless  replace¬ 
ment  for  DSL,  cable  or  T1  lines.  Unlike  Wi-Fi, 
WiMax  functions  as  a  traditional  network, 


providing  quality  of  service,  multiple  access 
queues  and  subnet  roaming,  says  Sayed-Amr 
El-Hamamsy,  CEO  of  network  equipment 
provider  Wi-LAN.  WiMax  also  has  imple¬ 
mentation  options,  either  in  the  licensed 
2.5GHz  (used  in  the  United  States)  and 
3.5GHz  spectrum  (used  in  most  of  the  rest  of 
the  world)  as  a  carrier-managed  service  or 
in  the  2.4GHz  and  5.8GHz  unlicensed  band 
(also  used  by  802.11b/g  and  802.11a  respec¬ 
tively)  for  enterprise  deployment. 

The  technology  provides  connection 
speeds  up  to  10Mbps  over  five  miles,  says 
Jim  Johnson,  Intel’s  vice  president  of  wire¬ 
less  networking,  who  expects  to  see  tech¬ 
nology  trials  this  spring.  “WiMax  will  stand 
out  as  a  fixed  wireless  broadband  solution,” 


Keep  Up  Online 


Technology  Editor  Christopher  Lindquist 
scours  the  best  of  what’s  on  the  Web  when  it 
comes  to  emerging  technology.  Read  his  blog, 

TECH  LINKLETTER,  at  www.cio.com. 
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55% 

of  large  U.S. 
businesses  will 
deploy  a  wireless 
wide-area  data 
solution  by 
mid-2006. 

SOURCE:  Yankee  Group 


says  ABI  Research  wireless  connectivity 
Senior  Analyst  Philip  Solis,  adding  that  “a 
WiMax  solution  would  provide  3Mbps  at  a 
pretty  competitive  price  compared  to  T1 
lines.”  WiMax  does  require  some  line  of 
sight.  But  it  is  more  forgiving  of  environ¬ 
mental  interference— including  weather  and 
birds— than  free-space  optical  technologies, 
such  as  laser  systems,  he  notes. 

Telecom  carrier  SBC  sees  WiMax  as  a 
possible  way  to  offer  last-mile  connections 
to  customers,  says  David  Deas,  vice  presi¬ 
dent  of  wireless  systems  at  SBC  Labs,  espe¬ 
cially  where  it’s  hard  to  add  more  wires— or 
as  a  way  to  extend  service  beyond  the  reach 
of  DSL-wired  connections. 

But  even  Intel,  the  most  aggressive 
WiMax  chipmaker,  doesn’t  expect  to  have 
802. 16d  chipsets  ready  for  sale  until  mid- 

2005,  notes  Solis.  Enterprises  can  test  the 
waters  now  by  using  prestandard  propri¬ 
etary  equipment  from  companies  such  as 
Alvarion,  Navini  Networks  and  Wi-LAN. 
But  they  must  trust  that  such  systems  will  be 
upgradable  to  the  WiMax  standard  later  on. 

And  the  IEEE  802. 16e  standard  that  sup¬ 
ports  mobile  WiMax  won’t  be  finalized  until 

2006,  so  wireless  carriers  are  also  being 
cautious.  “We’ll  talk  about  WiMax  when  it 
actually  exists  outside  of  the  lab,”  says  Ver¬ 
izon  Wireless  spokesman  Jeffrey  Nelson. 

Other  technologies  have  their  own  issues. 
Promoted  by  technology  vendor  IPWire- 
less,  UMTS-TDD  is  a  GSM  variant  that 
requires  an  always-on  5MHz  or  10MHz  of 
carriers’  spectrum— some  two  to  four  times 


The  IEEE  802. 16e  standard  that  will 
allow  for  mobile  WiMax  connections 
won’t  be  finalized  until  2006,  so 
wireless  carriers  are  being  cautious. 
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essential  technology 


that  required  by  GSM,  CDMA,  and  Flash 
OFDM  technologies.  And  the  GSM  and 
CDMA  networks  use  their  spectrum  only 
when  a  data  connection  is  in  use.  In  many 
European  countries,  regulators  gave  car¬ 
riers  the  spectrum,  but  the  carriers  aren’t 
using  it,  notes  Ovum’s  Green.  Instead, 
they’re  saving  it  for  more  efficient  tech¬ 
nologies.  Responding  to  these  concerns, 
IPWireless  has  announced  testing  of  a 
new  version  of  the  technology  that  uses 
existing  carrier  spectrum. 

Meanwhile,  Wi-Fi  mesh  networks  com¬ 
bine  standard  Wi-Fi  connections  to  create 
a  “virtual  cell”  using  public  spectrum.  The 
District  of  Columbia  explored  this  technol¬ 
ogy  but  decided  against  it  because  it  uses 
unregulated  spectrum  and  is  thus  subject 
to  interference.  Given  that  limitation,  the 
technology  is  better  suited  to  less-critical 
applications— such  as  free  community  hot 
zones— and  on  private  campuses  where 
such  sources  of  interference  can  be  man¬ 
aged,  says  analyst  Solis. 

Then  there’s  Very  Small  Aperture  Ter¬ 
minal  (VSAT).  This  service  uses  small  satel¬ 
lite  dishes  (typically  less  than  4  feet  in 
diameter)  to  deliver  up  to  1Mbps  of  band¬ 
width  almost  anywhere.  The  Kansas  Lot¬ 
tery  uses  a  VSAT  system  deployed  by  Gtech 
to  link  lottery  terminals  in  small  towns  to 
the  central  lottery  computers.  Chevron- 
Texaco  also  uses  it  to  link  gas  stations  to  the 
home  office.  The  technology  is  very  portable, 
notes  Solis,  but  because  of  the  latency  inher¬ 
ent  in  satellite  transmissions,  it’s  not  suit¬ 
able  for  streaming  data  such  as  voice. 

For  most  enterprises,  fixed  WiMax  will 
likely  be  the  most  sensible  wireless  broad¬ 
band  choice  for  connecting  remote  users 
to  backbones  and  regional  connectivity. 
But  for  mobile  connections,  lower-speed 
cellular  technologies  are  widely  available 
now.  Anything  else  is  either  a  long  shot,  far 
in  the  future,  or  both. 


San  Francisco-based  freelance  journalist 
Galen  Gruman  can  be  reached  at  ggruman@ 
zangogroup.com.  Special  thanks  to  Philip  Solis 
of  ABI  Research  for  volunteering  his  time  to 
assist  in  the  research  of  this  article. 


Time  at  Light  Speed 

PHYSICS  |  One  alligator,  two  alligator,  three  alligator,  four.. ..Such  techniques  may  work 
for  whiling  away  the  seconds  when  you’re  a  6-year-old.  But  at  some  point,  you  need  a  more 
accurate  means  of  keeping  time. 

Since  1955,  the  gold  standard  for  time  has  been  the  "atomic  clock,”  with  a  second  being 
defined  by  the  General  Conference  on  Weights  and  Measures  in  1967  as  "the  duration  of 
9,192,631,770  periods  of  the  radiation  corresponding  to  the  transition  between  the  two 
hyperfine  levels  of  the  ground  state  of  the  cesium-133  atom.” 

The  accuracy  of  a  cesium  clock— better  than  one  second  every  30  million  years— is  what 
allows  for  high-speed  communications  in  many  networks,  as  well  as  spot-on  navigation 
across  huge  distances,  such  as  those  required  in  space  travel  and  GPS.  New  atomic  clock- 
smithing  technology,  however,  may  soon  leapfrog  existing  methods,  allowing  for  clocks  a 
thousand  times  more  accurate  than  anything  currently  available. 

The  United  Kingdom's  National  Physical  Laboratory  (NPL)  late  last  fall  announced  that 
it  had  developed  a  prototype  clock  that  uses  optical  light  frequencies  from  a  laser  directed  at 
a  single,  very  cold  (near  absolute  zero)  ion  of  strontium.  The  result  is  an  “ion  trap"  clock  that 
could  revolutionize  timekeeping,  perhaps  someday  making  it  possible  for  GPS  to  track  mov¬ 
ing  objects  down  to  within  fractional  inches  of  their  actual  location  (the  best  that  current  sys¬ 
tems  can  do  is  within  feet  or  yards). 

The  introduction  of  a  new  standard  will  take  time,  of  course.  Dr.  Helen  Margolis,  principal 
research  scientist  at  the  NPL,  says  that  agreeing  upon  a  new  standard  could  easily  take  more 
than  a  decade.  And  that  process  will  begin  only  when  a  technology  is  proven  to  be  more  stable 
and  reproducible  than  existing  time  standards.  Currently,  she  says,  a  number  of  competitive 
technologies  are  in  the  research  phase. 

Still,  there’s  already  interest  in  taking  advantage  of  the  new  optical  clocks.  Margolis  says 
the  European  Space  Agency  is  already  taking  a  look,  though  commercial  versions  of  such 
clocks  are  still  five  to  15  years  away.  -Christopher  Lindquist 
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Hossein  Eslambolchi,  AT&T  CIO  and  CTO, 
has  given  business  customers  direct 
access  to  AT&T’s  back-end  systems, 
reducing  support  costs  and  increasing 
customer  satisfaction. 


62  NICE  DOING 
BUSINESS  WITH  YOU 

Customer  Value  Chain  Winners: 

FOUR  OF  THIS  YEAR’S  Enterprise 
Value  Award  winners— ABF  Freight 
System,  AT&T,  ConocoPhillips  and 
law  firm  Foley  &  Lardner— brought 
customers  into  their  value  chains, 
giving  them  access  to  their  back-end 
systems,  whether  through  online 
portals  or  through  direct  links  to 
customers’  own  systems.  By  making 
themselves  easier  to  do  business 
with,  they’ve  made  customers  hap¬ 
pier— and  captured  more  of  their 
business.  The  melding  of  processes 
across  organizational  boundaries 
(what  Gartner  refers  to  as  business 
process  fusion)  can  yield  ROIs  of 
20  percent  to  120  percent.  But  it  can 
be  tricky  to  pull  off;  companies  must 
provide  an  easy-to-use  interface  and 
shipshape  security,  and  they  must  not 
proceed  without  a  crystal-clear 
understanding  of  their  customers’ 
needs.  By  Alice  Dragoon 
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CIO  ENTERPRISE  VALUE  AWARDS 

40  THE  PRICE  IS  ALWAYS  RIGHT 

GRAND  CIO  Enterprise  Value  Award  Winner:  Marriott 

MARRIOTT’S  ONE  YIELD  is  an  enterprisewide,  centralized  system  intended  to  optimize 
the  revenue  from  every  available  room.  Unlike  earlier  distributed  systems  that  attempted 
to  tackle  this  seminal  issue  in  the  hospitality  industry,  One  Yield  takes  the  guesswork  out 
of  setting  rates  by  providing  recommendations  about  what  rate  hotel  managers  should 
offer  at  any  given  property  on  any  given  day.  With  this  capability,  the  $9  billion  company 
has  been  able  to  gain  an  economic  advantage  at  a  time  when  many  of  its  competitors  have 
been  struggling  to  survive.  Marriott  hotels  that  have  installed  One  Yield  saw  an  increase 
in  revenue  from  leisure  travelers  of  up  to  2  percent  in  2004,  providing  an  annual  profit 
increase  of  $86  million.  Designed  from  scratch  with  new  Web  development  tools,  the  sys¬ 
tem  was  risky,  but  succeeded  because  business  and  IT  jointly  developed  the  business  case 
and  managed  the  project.  And  monthly  communication  with  user  constituencies  and  self¬ 
training  materials  built  into  the  system  encouraged  adoption.  By  Stephanie  Overby 

50  UPGRADING  LIVES 

GRAND  CIO  Enterprise  Value  Award  Winner:  Pennsylvania  DPW 

THE  PENNSYLVANIA  DEPARTMENT  of  Public  Welfare’s  Home  and  Community  Services 
Information  System  (HCSIS)  integrates  claims  and  tracks  data  for  80,000  individuals  in 
DPW  programs.  The  system’s  aim  is  to  help  patients  live  normal  lives  outside  of  institutions, 
Case  workers  use  the  system  to  set  goals  for  their  clients  and  monitor  their  progress.  Third- 
party  service  providers  link  to  HCSIS,  allowing  DPW  to  register  incidents  such  as  medica¬ 
tion  errors,  emergency  room  visits  and  abuse  more  consistently.  By  accessing  HCSIS’s 
Web-based  directory  to  choose  providers  and  apply  for  services  online,  family  members  are 
able  to  take  an  active  role  in  the  patient’s  care.  The  system  has  transformed  service  delivery, 
giving  the  agency  instant  knowledge  of  who’s  enrolled  in  the  system,  what  services  they’re 
getting,  what  problems  they’re  having  and  what  it  all  costs.  Since  2002,  HCSIS  has  helped 
the  state  reduce  costs,  and  the  number  of  negative  patient-care  incidents  has  decreased  by 
36  percent.  The  DPW  system,  which  is  now  considered  a  national  role  model,  succeeded  in 
large  part  because  it  involved  a  wide  variety  of  stakeholders  in  its  design  and  development, 
and  followed  a  phased  implementation  strategy.  By  Meridith  Levinson 

74  REAL  BUSINESSMEN  PLAY  WITH  DOLLS 

CIO  Enterprise  Value  Award  Winner:  Zurich  North  America 
ZURICH  NORTH  AMERICA  SMALL  BUSINESS’S  automated,  Web-based  insurance 
underwriting  system,  eZSB,  lets  35,000  independent  agents  create  and  get  approval  for 
new  policies  in  minutes  rather  than  the  hours  or  days  that  most  of  Zurich’s  competitors 
require.  This  has  enabled  Zurich  to  grow  into  a  powerhouse  in  the  complex,  thin-margin, 
regulation-heavy  small  business  property-and-casualty  market.  In  the  five  years  the 
system  has  been  deployed,  Zurich  Small  Business  annual  revenue  has  grown  from 
$500  million  to  $1.5  billion.  The  eZSB  system  automates  much  of  the  policy-writing  process, 
keeping  costs  low.  It  verifies  data,  applies  automated  underwriting  rules,  calculates  pre¬ 
miums,  creates  policy  documents  and  sends  all  necessary  data  to  downstream  systems  for 
billing,  claims  and  so  on.  Zurich  built  its  employees’  business  expertise  into  the  system  to 
make  sure  it  targeted  the  needs  of  agents  and  worked  intuitively  for  them.  The  CEO  of  the 
Zurich  North  America  Small  Business  division  championed  eZSB,  personally  convincing 
skeptical  agents  on  the  concept  through  extensive  road  shows.  By  Tracy  Mayor 
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PRIMEPOWER  Servers 


While  the  title  of  CIO  may  not  have  existed  65  years 
ago,  that’s  how  long  Fujitsu  has  been  developing 
innovative  technology  solutions  for  the  world’s 
leading  companies. 

Today,  we’re  leveraging  our  multi-billion  dollar 
annual  R&D  budget  to  give  CIOs  the  powerful  new 
enterprise  solutions  they  need  to  automate  even 
the  most  complex  business  infrastructures.  Our 
customers  and  business  units  work  closely  with  our 
research  teams  to  guide  new  product  development. 
This  teamwork  ensures  our  discoveries  make  it  out  of 
the  lab  and  into  the  enterprise. 

Of  course,  there’s  a  lot  more  to  a  $45-billion 
company  than  just  R&D.  Our  high-performance  mobile 
computers,  scalable/reliable  servers,  and  managed  and 
professional  services  also  give  CIOs  all  the  tools  they 
need  for  a  world-class  IT  partnership.  For  details  go  to 
us.fujitsu.com/computers  or  call  I  -800-83 1  -3 1 83. 
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THE 

NORTH 

FACE 

RUNS  SAP 


AND  HERE’S  WHY:  The  North  Face  needed  a  faster  way  of  keeping  up  with  demand.  So  they 
enhanced  their  supply  chain  with  solutions  from  SAP.  Now  they  can  share  real-time  inventory  and  procurement 
information  across  their  entire  organization,  improving  delivery  time  from  days  to  hours.  For  more 
information,  visit  sap.com/scm  or  call  800  880  1727. 


